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THE PHILIPPINE ISLANDS 



House OF Representatives, 

Committee on Insular Affaibs, 

Monday, April 26, 1926. 

The committee this day met, Hon. Edgar R. Kiess (chairman) 
presiding. 

The Chairman. The committee will come to order. We will 
hear from the Resident Commissioner of the Philippines. 

STATEMElSfT OF HON. PEDRO GUEVAEA, RESIDENT COMMIS- 
SIONER OF THE PHILIPPINE ISLANDS 

Mr. Guevara. Mr. Chairman and gentlemen of the committee, 
I wish to extend in the record a petition which I have here. 

Mr. Bacon. What is this petition about? 

Mr. Guevara. This petition is asking for the postponement of the 
consideration of this bill for the next session of Congress. 

(The petition referred to is as follows:) 

preliminary statement on the bill to '' amend and clarify existing laws 

relating to the powers and duties op the auditor for the philippine 

islands" 

April 26, 1926. 

A brief examination of the bill convinces us that it contains provisions of 
highly controversial nature. Those provisions raise such important questions 
of policy that it seems the part of wisdom not to have- them finally decided upon 
during the short time that remains before the adjournment of Congress. 

There are no urgent reasons that call for enactment at this time. On the 
other hand, the existing laws governing the auditor's office in the Philippines 
have been on the whole in successful operation for over 20 years. 

The bill aiffects the duties of various administrative ofiicers of the Philippine 
government and would involve additional appropriation for new positions and 
increased salaries. If it be passed during this session of Congress there would 
be no opportunity for full consultation with the Philippine Legislature and the 
Philippine administrative officials, whose duties would be affected by the law, 
or for a thorough examination of the issues raised by the provisions of this biiL 

In giving the auditor of the Philippines a salary equal to that of the Comp- 
troller General of the United States and in creating the position of three assistant 
auditors, at $6,000 each per annum, it would conflict with the principle of economy 
followed not only by the Philippine government but also by the American Gov- 
ernment as well. The auditor of a government which spends not more than 
$35,000,000 a year for the central administration would receive a salary as large 
as that of the Comptroller General of the United States Government, the appro- 
priations for which total over $3,000,000,000 annually. Such disproportionate 
salary would be paid with Philippine public funds but without the indorsement 
of the FiHpino people or their representatives. 

There is in this bill no limitation on the authority of the auditor for the 
Philippines which would make his power less than that of the Comptroller 
General of the United States, but on the contrary, the bill seeks to confer upoxi 
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him very important additional powers. The law, as it stands at present, gives 
the auditor of the Philippines greater powers than the Comptroller General of 
the United States. To increase those powers still, in view of the present political 
situation in the Phihppines, would seem to be unwise and would be a step not 
calculated to produce greater harmony in the adimnistration. 

Under the proposed bill, the auditor of the Philippine Islands would occupy 
a place in the Philippine government entirely unlike that of the Comptroller 
General of the United States. He will be above the courts and the legislature. 
He will exercise functions not given to the Comptroller General. Further- 
more, the latter official is responsible to the Congress of the United States. 
The auditor of the Philippines, with much greater powers, would exercise those 
powers without the slightest intervention of the representatives of the Filipino 
people. This is certainly a step not in harmony with the policy of granting 
the Filipinos ever-increasing self-government enunciated by President McKinley 
and followed by his successors. 

The Jones law makes the auditor's decisions binding upon the executive depart- 
ments only. It does not close the door to judicial determination. Under the 
proposed law the ''adjustments, decisions, and settlements" made by the auditor 
will be final and conclusive, subject only to appeal to other executive officials. 
This, we venture to say, is something entirely out of harmony with American 
political principles and practices. 

In removing the right to make final decisions on appealed cases from the 
Secretary of War and placing it in the hands of the Comptroller General, a very 
important departure in the policy governing the administrative system, which 
has been in operation for almost 30 years, is made. It may be the entering wedge 
for placing the contacts between the Philippine government and the American 
Government through many departments or bureaus instead of concentrating them 
in one department. 

Because of these considerations, involving as they do very important questions 
and upon which legitimate differences of opinion are certain to arise, and in view 
of the lack of time to consider fully these very important' points of policy, we 
request the committee to postpone consideration of the bill until the next session 
of Congress. The President of the United States has just announced the appoint- 
ment of a commissioner to investigate Philippine affairs and to report not later 
than November. What harm can there be in withholding action on legislation 
affecting the Philippines until the report of this special envoy and the views of 
the Philippine Legislature are made available? 

If our petition for postponement is denied, we respectfully request the com- 
mittee to give us opportunity to express our views more fully at a public hearing, 

Sergio Osmena, 
Special Representative, Philippine Legislature. 

ISAURO GaBALDON, 

Resident Commissioner, Philippine Islands. 

Pedro Guevara, 
Resident Commissioner, Philippine Islands. 

The CiiAiKMAN. Proceed. 

Mr. Guevara. Mr. Chairman, I believe that the consideration of 
H. K. 10940 should be postponed until the next session of Congress. 
This petition is founded on two grounds, first, that the bill now under 
consideration by the committee introduces fundamental changes into 
our organic law and increases the power of the auditor, to whom is 
given more power than that enjoyed by the Comptroller General of 
the United States. 

Mr. Bacon. In what particular? In which section? 

Mr. Guevaea. This oill tries to take all decisions of the auditor 
out of the jurisdiction of the court of the Philippine Islands. I 
believe that as it amends the organic law of the Philippine Islands, 
introducing fundamental changes in the system of our government, 
at least the Philippine Legislature should be heard on the matter. 

This bill also increases the salary of the auditor of the Philippine 
Islands, who is the accounting officer for no more than $40,000,000 a 
year. This bill gives the auditor $10,000 salary, more than the salary 
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received now by the auditor of the Postal Service of the United States, 
which is handling an appropriation of nearly $300,000,000 a year. 
This bill not only increases the salary of the auditor of the Philippine 
Islands, but because, involving as it involves, an expenditure of the 
people's money of the Philippine Islands, we contend that the 
Philippine Legislature, representing the people of the Philippine 
Islands, should be heard on this question. It is not a matter of 
giving the auditor $4,000 more per year. It is a question that in 
all cases where the peojole's money is appropriated for a salary their 
representatives shouUi be heard by this Committee. 

I will also call the attention of the committee to the fact that the 
increase of the salary of the auditor will affect the whole system 
of our government in the Philippine Islands. If we increase the 
salary of the auditor of the Philippine Islands, there is no reason for not 
increasing the salary of other employees of the government. Other- 
wise^ it will be an unjustifiable discrimination against the other public 
servants of the government of the Philippine Islands. 

With regard to the increase of power of the auditor of the Philippine 
Islands, contemplated to be given by this bill now under considera- 
tion, we have now here in this room our technical adviser, who has 
been studying very carefully the changes that this bill introduces in 
our organic law. It has been suggested that this bill is very simple 
and only aims to place the auditor of the Philippine Islands in the 
same level as the Comptroller General of the United States. In spite 
of this, we wish to state that this bill gives more power to the audi- 
tor of the Philippine Islands, taking it from the jurisdiction of the 
court, than the Comptroller General of the United States, a system 
condemned by the American people as against American principles of 
government. 

This bill will give the auditor of the Philippine Islands more power 
than any authority in that government, and will make the auditor 
of the Philippine Islands absolute king of the treasury of the Philippine 
•Islands, giving him administrative power as well as judicial power. 
He can decide and settle any claim in favor of or against the govern- 
ment of the Philippine Islands. If he happens to decide a question 
in favor of the government, there will not be much question, but if he 
happens to decide a claim against the government of the Philippine 
Islands, to get it out of the public funds, in favor of the person whom 
he can choose to decide that claim for, that is different. 

With regard to the details of this bill, I will ask the committee's 
permission that Doctor Reyes be heard on this question, pointing 
out to the committee the fundamental changes that this bill intro- 
duces into the organic act of the Philippine Islands. 

STATEMEUT OF DR. JOSE REYES 

Mr. Reyes. Mr. Chairman and members of the committee, the 
most important changes that are sought to be made hy the bill are 
these. First, in the powers of the auditor,- the auditor of the Philippine 
Islands is given power not only to settle and adjust accounts and 
claims, but also to decide them. The word ^Mecide^^ is inserted, and 
it is not found in the organic law of the Philippine Islands. And 
then, regarding the effect of the auditor's decisions, once made. From 
1899, by military order of the President of the United States, down 
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to the present timej decisions of the auditor have been made final; 
and conclusive upon the executive departments of the Government 
only, or as the order of the President said, in 1899, upon the admin- 
istrative branches of the gov^ernment of the Philippine Islands, while 
this bill drops the words ^^upon executive departments" only, and 
makes the decisions of the auditor final and conclusive. 

More than that, the purpose of this bill is not only to make the 
decision of the auditor final and conclusive upon the administrative 
or executive branches of the government, but also to make his 
decision binding upon the legislature as well afe the judicial branch 
of the Philippine Islands. That seems to be the reason for changing 
the wording of the law, and we are all the more strengthened in that 
conclusion by the fact that within the last two years certain con- 
troverted cases regarding the authority of the auditor have arisen 
in the Philippines. 

I do not wish to examine all the parts of the bill or give all our 
reasons for opposing its consideration at this time. With regard to 
our request for postponement, I will make the comment that 
supposing that this bill were to give the auditor of the Philippine 
Islands the same powers, in so many words, as the Comptroller 
General of the United States, the situation would not be the same, 
because if this bill becom.es a law it becomes a part of the constitu- 
tion of the Philippine Islands, while the Comptroller General's office 
in the United States, its organization and powers, are described by 
statutes of the Congress of the United States. 

I think it is reasonable to assume that the people of the United 
States would hesitate to give the Comptroller General his present 
powers, especially if he were not responsible to the Congress of the 
United States and if the law giving him those powers were to be a 
part of the Constitution of the United States. 

It seems too clear to doubt that the situation is not parallel. As 
far as we know, there has not been any objection regarding the 
accounting system in the Philippine Islands and its efficiency. As far 
as we know, it is not contended by technical men in the Comptroller 
General's office that the accounting system in the Philippine Islands 
is not up to date and efficient. Even if that were so, even if our 
accounting system needed improvement, the Auditor of the Philippine 
Islands, under his present powers, has ample authority to change the 
system and make it uniform and progressive. 

That is our first reason for opposing the consideration of this bill 
at this session of this Congress. It makes a change in our Con- 
stitution and the time is so short for considering it. 

Second, it affects by implication the duties of other administrative 
officials in the Philippine Government. 

I wish to refer very briefly to one of those cases which is, by the 
way, now pending before the Supreme Court of tjie United States, 
interpreting the power of the auditor, the case of the Inchausti Co. v. 
The auditor of the Philippine Islands, for a refund of customs duties. 
The auditor of the Philippines is given power to settle accounts of 
the Philippine government in the Jones law. He is also given power 
by the act of the Philippine Legislature to settle claims against the 
Philippine government, any of its branches, and his decisions are 
final and conclusive upon the executive department. It seems to 
me that in those respects the powers of the auditor are as great as 
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those of the Comptroller General, and in some respects he has more 
power than the Comptroller General at present, because he has 
jurisdiction over corporations and their accounts in the Philippine 
Islands, and also he can on his own motion call the attention of the 
proper administrative official to any illegal, unnecessary, or extrava- 
gant expenditures. 

Mr. Underhill. What was the decision of the auditor in regard 
to his refunds? 

Mr. Reyes, I will go into that. The collector of customs of the 
Philippine Islands imposed 50 per cent ad valorem duty on the repairs 
of a steamer in the Philippine Islands ovvned by a commercial partner- 
ship in the Philippines. The repairs were made in Hongkong, outside 
of the Philippine Islands. He imposed this duty under the provisions 
of the Philippine tariff act of 1909, which was passed by the Congress 
of the United States, but in this same tariff act of 1909 it was provided 
that if in the judgment of the collector of customs of the Philippine 
Islands no facilities for such repairs vfere afforded in the Philippines, 
then the repairs would come in free of duty. The duty of 159,600 
pesos, half that amount in dollars, was collected by the collector of 
customs and was paid under protest by this company, and a hearing 
was held by the collector of customs 10 days afterwards and he decided 
that the petitioner was entitled to a refund of the duty under that 
law of 1909. 

Mr. Underhill. The auditor decided that? 

Mr. Reyes. No, the collector decided. The law of 1909 states 
that when iti the opinion of the collector of customs of the Philip- 
pine Islands adequate facilities for such repairs were not available 
in the Philippines — -this had been interpreted by this supreme court 
of the Philippines previously. In pursuance of express authority in 
the Jones law, the Philippine Legislature amended the tariff act of 
1909, in 1919, which amendment was approved by the President of 
the United States, and therefore became a part of our tariff law. 
The amendment in 1919 gave even wider discretion to the collector 
of customs of the Philippine Islands, providing that when in the 
judgment of the collector of customs of the Philippines no adequate 
facilities for repairs were afforded in the Philippines, and that these 
repairs could not be executed in a reasonably economical and prompt 
manner in the Philippines no duties were to be collected. Under 
authority of that law the collector of customs ordered refund of duties. 
He drew a warrant for that amount and the auditor of the Philip- 
pine Islands refused to countersign the warrant, requested the col- 
lector of customs to reconsider his decision and sent a copy of his 
request to the secretary of finance of the Philippine Government. 

In regard to those cases of refund of customs duties, another law 
of the Philippine Legislature states that the secretary of finance may 
order a review of the decision of the collector of customs by the 
Court of First Instance of Manila, in the Philippine Islands. The 
auditor contended that he had discretionary authority in the matter 
in approving or refusing to approve those refunds of the money, 
and refused finally to do so, and the commercial partnership went to 
court and requested that a mandamus be issued against the auditor 
of the Philippihe Islands. 

The Chairman. Was that the first time that the auditor of the 
Philippine Islands had a mandamus served upon him? 



6 THE PHILIPPINE ISLANDS 

Mr. Reyes. No. There were other cases where the auditor's 
powers had been brought before the court; and notably in that of 
Lamb v. Phipps. 

The Chairman. This was the first decision against the auditor, 
was it not? 

Mr. Reyes. No. Of course ^ in connection with that there have- 
been very few cases, but I believe this is one of the very few cases 
that the auditor has refused to refund the money in those provisions 
of law where the matter of deciding has been given to some other 
administrative official of the Philippine government. 

The Chaieman. Up to that time the decision of the auditor had 
never been questioned, had it ? 

Mr. Reyes. The auditor had never seriously questioned the power 
of the collector of customs. 

The Chairman. That is our contention, that the Jones Act of 1916 
intended that he should have the power which we are now trying to 
confer upon him by this bill. 

Mr. Reyes. Of course, the matter of legislative intention is hard 
to find out, but it seems to me that under accepted principles, when- 
ever there is a dispute about that the courts decide about the inter- 
pretation of the law. 

Mr. Underhill. Did the auditor take this step on his own initia- 
tive or at the request of the minister of finance ? 

Mr. Reyes. He does not have to get any request from the secretary 
of finance, because all the money paid out by the Philippine govern- 
ment has to be countersigned, and when this warrant came to his 
office he declined to countersign it. 

Mr. Underhill. But your heads of departments were consulted 
in reference to it? 

Mr. Reyes. The auditor of the Philippine government brought 
this matter to the attention of the secretary of finance for a final 
review by the court. The secretary of finance refused to request a 
review by the court of first instance regarding this administrative 
decision of the collector of customs of the Philippine Islands. 

In connection with this case, one other law that is pertinent in the 
matter is the one providing a permanent although indefinite ap- 
propriation which was passed by the Philippine Commission and 
amended afterwards. Iii other words, there was money available 
to an indefinite amount, appropriated by the legislative authority 
in the Philippine Islands. Of course, I do not intend to go into this 
case thoroughly and try it here. 

But that seems to be the background of this desire to clarify the 
powers of the auditor. Now, comparing his powers with the Comp- 
troller General of the United States. Insofar as the intention of mak- 
ing his decision binding upon the judicial and legislative branches of the 
Government may be realized by this bill, it seems to us that certainly 
is power greater than the power of the Comptroller General of the^ 
United States. 

The Chairman. You understand, of course, that we now have in 
the United States a Court of Claims, and that prior to 1855 the 
accounting officers and Congress had entire jurisdiction. If the bill 
provided for a court of claims as we now have in the United States 
you would have the same procedure that we have in the United States. 

Mr. Reyes. There would be three pomts that would be relevant 
in that matter, Mr. Chairman. In the first place, it would seem to 
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US that that is the thing needed, a court of claims; the remedy 
would be for the Congress of the United wStates to authorize the 
Legislature of the Philippine Islands to establish a court of claims 
with power to review decisions of the auditor, especially on 'the points 
of law. In the second place, before the Court of Claims was estab- 
lished, I understand that the , practice in the United States was for 
people who were aggrieved by the decisions of the Comptroller to 
go to the Legislature, the Congress of the United States, for a remedy, 
and Congress could grant or refuse to grant any in its own discretion. 

But under this bill the decisions of the Auditor of the Philippine 
Islands are final and conclusive, and the legislature of the Philip- 
pine Islands would certainly not be very free to appropriate or 
refuse to appropriate money that would be involved in the decision 
of the Auditor of the Philippine Islands, an official appointed without 
the intervention of the Senate of the United States or the Legislature 
of the Philippine Islands. 

The third point that we would say in that matter is this, that 
undoubtedly the Congress of the United States, in giving the Comp- 
troller General so much power in 1921, under the Budget and Account- 
ing Law of 1921, had also in mind the safeguards against that power, 
namely his appointment by and with the advice and consent of the 
Senate of the United States, and his removal by the Congress of the 
United States on joint resolution when in the judgment of Congress 
he has been ineffit?ient or negligent in the discharge of his duties. 
Without that safeguard the case is not parallel and can not be parallel. 

As I was saying before, in so far as the intention of this law may be 
realized, that of making the decisions of the Auditor of the Philip- 
pine Islands binding and conclusive not only upon the executive 
departments, but upon the legislative and judicial departments of 
the Philippine Government, by that much his power is greater than 
the Comptroller General of the United States, all of which, of course, 
it seems to us, are very strong grounds for postponement of this bill 
until the Philippine legislature or other representatives of the Philip- 
pine Government can consider this matter more thoroughly. 

Those things I have enumerated, those points, first, that this bill is 
going to be written into the constitution of the Philippine Islands, 
which will be superior to any local law enacted in the Philippine 
Islands, which if we are to judge by the action of the Congress of the 
United States, may last 14 to 16 years, second, that it affects by 
implication necessarily the duties of other administrative officials in 
the Philippine Government, who, by the way, have not been heard 
in this matter at all and certainly must have their side of the case, 
third, that the auditor's office has been functioning under existing 
law in the Philippines efficiently, and without any cause for complaint 
from the time of the establishment of the American Government in 
1899, from the time of the accounting act passed by the Philippine 
Government in 1907, up to very recently, and even very recently 
there are only two or three cases that may be cited, going to show 
that his office has been functioning normally and efl^ectively, fourth, 
that in making the change in the finality of the decision of the Au- 
ditor, making it conclusive, and by comparison with his present powers, 
by implication, making it binding upon the legislature and the judi- 
cial department, it introduces a very grave departure in our present 
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practice, fifth, that certainly there is reasonable ground for the con- 
tention that his powers under this law will be greater than those of 
the Comptroller General of the United States, without the safeguards 
that exist in the United States at present — these are the bases 
for our request to postpone. 

The Chairman. Are you aware that the present statute for Porto 
Eico makes absolute and binding the decision of the auditor under 
the organic act? 

&4*r. Reyes. I just learned a few moments ago from the Commis- 
sioner of Porto Rico. 

The Chairman. We have a precedent in that the organic l^w for 
Porto Rico does contain that language. 

Mr. Reyes. On the other hand, Mr. Chairman, I wish to call the 
attention of the committee to the precedent in the United States 
that the powers of the Comptroller Ge.neral of the United States, 
have not been made binding and conclusive except upon the 
executive branch of the Government, by the Budget and Accounting 
Act of 1921 , which says decisions shall be binding upon the executive 
branch of the Government. But certainly it has not been the practice 
in the United States that his decision shall be binding upon the 
judicial and legislative branches of the Government, and that is 
apparently the intention of this bill. 

Mr. Ragon. Speaking about giving him jurisdiction of claims,, 
how is that handled there novr — through the legislature ? 

Mr. Reyes. There are special claims arising out of customs duties.,. 
In those special cases the collector of customs is given authority to 
decide. In internal-revenue cases the collector of internal revenue 
is given authority to decide, although bow final that authority is in 
his case has to be interpreted by the courts. But in most other cases; 
the authority over claims is in the auditor's office. In other words,, 
we may say under the law as it stands, the auditor has jurisdiction 
over claims of general matters, but not in special cases. 

Mr. Ragon. It has to go to the auditor and these other ofEcers 
mentioned. They have a right also to have it reviewed by the courts- 
Mr. Reyes. Who? 

Mr. Ragon. Any one aggrieved. 

Mr. Reyes. Yes. If this were passed they would not have that 
right, but in this particular case I was referring to, the decision was 
against the government and in favor of the party, but the government 
would have had one other recourse; the secretary of finance could 
have asked for review proceedings by the conrt. 

Mr. Ragon. If the individual was injured by this auditor's decision, 
he would have no appeal or court review, but if the government were^ 
injured in any way, it would have a review. Is that your construction 
of it, by tjie courts ? 

Mr. Reyes. In the Inchausti case, being a case for the refunding 
of custom duties, the aggrieved party could have taken the matter 
to the court for determination. 

Mr. Ragon. Do you think the court has a right to take oven- 
jurisdiction if we pass this bill? 
Mr, Reyes. I do not think so. 

Mr. Ragon. Explain to me how any court could interfere with the 
auditor under the terms of this bill if we pass it. 
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Mr. Reyes. It may be so that under the due process of law clause 
a person whose property rights are injured could go before the court, 
but if this bill is passed, they would have very little chance. 

Mr. Ragon. It is your constitution in the Philippine Isalnds we 
are fixing to amend here? * 

Mr. Reyes. Yes. 

Mr. Ragon. I want to know where any court in the Philippine 
Islands would have any authority that they did not find in this bill? 

Mr. Reyes. Of course, this is not the whole constitution, and they 
may find authority in other parts of the constitution. 

Mr. Ragon. That is the organic law? 

Mr. Reyes. Yes; but as I say, it seems to be the intention in this 
bill not to let any court have jurisdiction. 

Mr. Underhill. How do we get around it in this country ? 

Mr. Ragon. We have the Court of Claims to adjudicate it. 

Mr. Guevara. Not only the Court of Claims can review de- 
cisions of the Comptroller General of the United States, but also the 
district court. 

STATEMEFT OF 0. R. McaUIEE, LAW DIVISION, COMPTROL- 
LEE GENERAL'S OFFICE 

The Chairman. We have Mr. McGuire, of the Comptroller Gen- 
eral's Office here, and we would like to hear as to how these affairs 
are handled. 

Mr. McGuire. They have an agency somewhat similar to the 
auditor in the two cases referred to. Mr. Chairman and gentlemen 
of the committee, in fairness to the Comptroller General, he is neither 
an opponent or proponent of this bill, but I have come here to be of 
whatever assistance I can to the committee. 

Mr. Ragon. Who is the proponent of this bill? Did we hear from 
them first? Is the Secretary of War going to be heard? 

The Chairman. Major Hedrick of the War Department was to 
come, but lie is ill this m.orning and can not be here. 

Mr. McGuiRE. Our accounting system started in 1788 by an 
ordinance of the Continental Congress, and if you read that ordinance 
you will find that the comptroller and auditor had very extensive 
power in auditing and the settlement of claims. In 1789, September 
2, an act was passed establishing the Treasury Department. That 
law brought over under the Constitution the auditor and comptroller 
which existed under the Continental Congress, with practically the 
same powers that he had under that ordinance. The law was 
changed on March 3, 1817, but the powers and duties of the auditor 
and comptroller remained the same. There was introduced at that 
time a special section, which forms section 305 of the Budget and 
accounting act. That provides that all claims in which the United 
States is concerned as debtor or creditor shall be settled and adjusted 
by the accounting office. 

That section originated in the act of March 3, 1817, and there has 
been no question o? the settlement or adjustment of accounts includ- 
ing the power of deciding, because you can hardly conceive the settle- 
ment of accounts without deciding the accounts. But the Supreme 
Court of the Philippine Islands, in the Inchausti case seems to have 
the idea that settling and adjusting accounts did not carry with it 
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the authority to decide them. For that reason, as I understand it, 
there was introduced in this bill the power to decide. From 1789 to 
1855, there was no jurisdiction in any court of the United States to 
entertain a suit against the Government. Congress had not given 
its consent that the United States be sued. The only way that 
claims could be settled was under the provisions of the act of March 
3; 1817, by the Claims Committee of Congress. 

The act of 1855 established a Court of Claims and authorized it to 
make findings of fact and conclusions of law which would be reported 
to Congress, and the Supreme Court decided in the Gadon case, 2 
Wallace, that it could not review such findings of fact and conclusions 
of law because they did not constitute judgments. The law was 
amended in 1863 to authorize the Court of Claims to render judg- 
ments against the United vStates, but Congress has required in all 
these cases with one or two exceptions, that no judgment may be paid 
until it has been specifically reported to Congress for an appropria- 
tion. In other words, if Congress authorizes as it has authorized, 
the building of Memorial Bridge, if a dispute should arise there v/hich 
the Comptroller General would not settle, and they brought suit in 
the Court of Claims to obtain adjustment, that adjustment would 
have to com_e back up here to Congress for an appropriation. I 
understand that there are a number of judgments rendered several 
years ago which are now pending before Congress and have never 
been appropriated for. 

Of course, during this period from 1789 to 1855, we had the same 
situation that now exists in the PhiHppine Islands, and that is, the 
aggrieved claimant would attempt b}^ extraordinary judicial process 
to sue the Government by proceedings against some officer of the 
Government just as they did in the Philippine Islands in proceeding 
against the auditor. But the Supreme Court of the United States 
held in every instance that such proceedings would not lie, that the 
jurisdiction to determine these matters had been committed by 
Congress to certain officials, and that the courts could not interfere 
with them. In the Comptroller GeneraFs letter to the committee, 
he refers to a certain number of cases, including United States v. 
Guthrie, where the Supreme Court said that it would create a great 
confusion if such extraordinary judicial processes lie against officers 
to obtain money without appropriations, etc. The language is 
quoted in his letter if you are interested in it. 

After the establishm^ent of the Court of Claims they attempted 
to proceed by extraordinary judicial process against the comp- 
troller in order to secure payment of a claim, and in United States 
V. Lynden (137 U. S.) the court decided that such mandamus would 
not lie; in other words, the duties of the comptroller involve judg- 
ment and discretion, and they can not review them in such an 
action. I believe the Supreme Court pointed out in U. S. v. 
Hiedooch(?) whether they decided right or wrong, the fact that they 
had juri3diction to decide removed it from their jurisdiction to 
review by such judicial process. 

Something has been said here about this law taking away from 
the courts of the Philippine Islands the right to review the auditor. 
It will be readily seen that in view of our history prior to 1855 and 
now that there is no such jurisdiction for the courts of the Philip- 
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pine Islands to reyiew by extraordinary judicial process decisions of 
the auditor or other officials on law and appropriation matters. 

There might be an exception in a case involving a mere ministerial 
act^ but it certainly can not be held that the settlement of a claim 
involving a dispute against the law and the facts is a mere minis- 
terial act. 

Referring now to the Inchausti case, in which the Supreme Court 
issued a mandate against Quesedos and others, Manuel v, Quesedos 
and others, the bill provides that the organic act of 1916 provides 
that no money shall be drawn from the treasury of the Philippine 
Islands save in consequence of an appropriation made by law, being 
comparable in that respect to article 1, section 9 of our Constitution. 
The administrative code of the Philippine Islands requires warrants 
to be countersigned by the auditor lor the payment of any money 
from the Philippine treasury. When this claim came up to the 
auditor — the organic act of 1916 provides that he shall settle and 
adjust all claims, and the law was changed as to the administrative 
branches, and it being a later law, would certainly include the col- 
lector of customs^he refused to countersign the warrant on the 
ground that the taxes were not properly refunded. 

Such a situation would not arise in this country because the de- 
cisions are so well settled that you can not review an act of an offi- 
cial particularly of a Comptroller General who has performed some 
judicial duties by such right. 

We have had some recent cases. In the court of appeals w^e had 
Carroll Electric Co. v. McCarl, and also in the Margulis case, the 
court of appeals recently rules it was a contract matter requiring 
the comptroller to settle and pay the claim. 

I believe it is safe to say that this law does confer on the auditor 
for the Philippine Islands and the auditor in Porto Rico, for that 
matter, no greater power than they are supposed to have under the 
act of 1916. The phrase, ^^ final and conclusive upon the executive 
departments''^ — this bill drops the words, ^^upon the executive de- 
partments.'' 

I might say that provision in our law originated in 1868, the act of 
March 30, providing for it to be final and conclusive on the executive 
department, subject to review by the courts, because just a few years 
before that we established the Court of Claims, and this law was 
carried into the Revised Statutes, section 191, and that language was 
dropped, subject to review of the courts, and final and conclusive 
upon the executive departments, and when it was brought forward 
in section 304 of the Budget and Accounting Act, to be final and con- 
clusive on the executive departments, subject to review by the courts, 
was dropped. 

You can readily see why there would be no need for this legislation 
in this case, because, as I have stated, the rule has been established 
that you can not review a discretionary act by extraordinary judicial 
process. That is, you can not make a petition for mandamus or a 
bill for injunction operate as a writ of error to review those decisions. 
Not being able to review it that way, if they go into court and bring 
suit against the United vStates under the jurisdiction conferred, the 
comptroller is not involved in the litigation at all because the suit is 
against the United States, and the Department of Justice then 
takes charge of the defense of the case; and when they render judg- 
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jnent against the Governnxent they must come back here for an ap- 
propriation, so there is no possible thought of taking a short cut by 
proceeding by extraordinary judicial process against the comptroller 
to get money out of the Federal Treasury, unless Congress consents 
to it, except in one class of cases, and that is in cases involving sal- 
aries. There have been few decisions of lower courts holding"^ that 
you can obtain the salary by mandamus. 

Mr. Ragon. Under the present law the decision of the Comptroller 
General is final and conclusive in this country only against the 
executive departments. 

Mr. McGuiRE. Exactly. 

Mr. Ragon. Is it final and conclusiT^e against the executive depart- 
ment on a question of law ? 

Mr. McGuiRE. The only thing that the executive department can 
do is to come back to Congress and get the law clarified. 

Mr. Ragon. As I understand this bill, this would not only make it 
final and conclusive upon the executive, but also the legislative and 
judicial branches. Would there be any way in your opinion, say he 
was wrong from a legal standpoint alone, for the courts to review it ? 

Mr. McGuiRE. No^ sir; they do not have that right to review in 
the United States. 

Mr. Ragon. You have a check against two branches, the legislative 
and judicial, in the United States, but over here in the Philippines, 
and in Porto Rico, you would not have any check, as I understand it, 
in either the legislative or the other? 

Mr. McGuiRE. Yes; the legislative might. 

Mr. Ragon. It could not change this organic act. 

Mr. McGuiRE. Suppose under the organic act the Legislature of 
the Philippines authorizes a certain expenditure, and the auditor holds 
that this claim did not come within the law. Then, of course, that 
would be final and conclusive, but they could go back to the Legisla- 
ture of the Philippine Islands and the Philippine Islands could amend 
the law providing the amendment did not conflict with the organic law. 

Mr. Ragon. Would it not conflict? 

Mr. McGuiRE. I think not because Congress can change the law 
in accordance with the constitution. 

Mr. Ragon. When we give them the organic law, that is their 
situation; their courts can not go beyond it. 
■ Mr. McGuiRE. No. 

Mr. Ragon. Our Congress can do as it pleases about it, but as I 
see this bill, it seems to me it is a dangerous proposition to put into 
the hands of one man over there. I am giving you my reactions to 
what has been said here, the power to settle a claim absolutely, and 
stop your executive, judicial, and legislative branch of the govern- 
ment from having a word to say, notwithstanding the fact that it 
might deeply affect the government or some individual citizeri. 

Mr. McGuiRE. We did not think it was, prior to 1855 in this 
country, for three quarters of a century. 

Mr. Ragon. As I understand you, for three quarters of a century 
this same condition existed in this country? 

Mr. McGuiRE. Exactly. 

Mr. Ragon. Congress nor the courts had no authority to review 
the action of an auditor? 
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Mr. McGuiBE. Neither the executive nor the judicial coukl review 
the action of the comptroller. 

Mr. Ragon. What about the judicial? 

Mr. McGuiRE. The judicial department >said it had no right to 
review in a matter involving discretion. 

Mr. Ragots\ Suppose it is a question of law? 

Mr. McGuiRE. If it involves discretion in the executive that 
would leave it out. But they can come back as thev did here, 
to the Philippine Legislature for a change in the law. 

Mr. Ragon. You say we found that to be a bad precedent and 
have changed it since 1855? 

Mr. McGuiRE. We have. We established the Court of Claims. 
If you want to establish a court of claims for the Philippine Islands^ 
that is another matter. 

Mr. Ragon. I think that is what they ought to do in place of 
giving them this bill. 

Mr. McGiJiRE. Even if you establish a court of claims there, you 
still have to have independence of the auditor, as the Supreme Court 
said. 

Mr. Ragon. You are seeking, under the provisions of this bill, to 
put the Philippine Islands in exactly the status we occupied prior 
'to 1855? ^ ^ 

Mr. McGuiRE. No; they are seeking to put the auditor there in 
the same status as the Comptroller General here in the settlement of 
accounts. 

Mr. Ragon. We have a judicial review and we have also a legis- 
lative check here. 

Mr. McGuiRE. They have a legislative check there. 

Mr. Ragon. They have now, but if you give them* this where 
would they be ? 

Mr. McGuiRE. They might change the law. 

Mr. Ragon. I do not see how they can change the organic law by 
act of the legislature. 

Mr. McGuiRE. They can not, but, say, they make an appropria- 
tion for payment of a certain claim, as Congress does here for certain 
purposes. Suppose the auditor thinks that the claim does not come 
within the law as enacted by the PhiUppine Legislature. Then the 
Philippine Legislature can change the law to include the claim as the 
Congress here can if the Comptroller General holds it is not within 
the law. 

Mr. Ragon. That would be true in some bills where the Phillip- 
pine Legislature does not conform strictly to the law, but suppose the 
auditor says they did not have any right to alter it. You are giving 
a man authority under this bill to pass upon the question and depriv- 
ing the Philippine supreme court. That has been commented upon 
hy the courts in a number of decisions. 

Mr. McGuiRE. I am only stating that in this country the courts 
do not review discretionary acts. The court of the Philippine Islands 
said, in U-. S, v. Guthrie, in a situation where the question came up 
on mandamus to require payment of the salary of a judge, that the 
only legitimate inquiry in the case for their determination was whether 
under the organization of the Federal Government, by any known 
principle of law, there can be asserted the power of the Government of 
the United States in this claim. 
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In the city of Manila case, and in most of these mandamus cases^, 
the courts do not pass upon the merits of the claim. In the Manila 
case they did not decide whether the city of Manila owed the metro- 
politan water district for water. They cite the decision and they say 
they can go into court and sue, but the auditor can not transfer the 
fund from one appropriation to another, as the Comptroller General 
has held here in the settlement of questions between the departments 
here. 

Mr. Williams. If a claimant has a claim under the present law 
there, what recourse has he ? 

Mr. McGuiRE. His recourse is to file his claim with the auditor. 
If the auditor disallows it, section 25 of the organic act provides that 
he shall appeal to the governor general. If the governor general 
disagrees with the auditor the governor general is required to send his 
decision to Washington for review by the Secretary of War. 

Mr. Williams. ThaC is the present law. 

Mr. McGuiRE. That is the administrative procedure, or he can stop 
with the auditor and go to the Philippine Legislature for a change in 
the law. 

Mr. Williams. That is the present law. 

Mr. McGuiRE. Yes. 

Mr. Williams. Under this bill what would be the law? 

Mr. McGuiRE. The same thing. 

Mr. Williams. If this bill does not change the law, what is the 
reason for it ? 

Mr. McGuiRE. I might make this point, that under the present 
law the courts have attempted by extraordinary judicial process to 
decide those matters if the auditor decides it in a particular way, 
and the purpose of this bill as I understand it, is to prevent that. 

Mr. Williams. You say under the present law they have attempted 
to pass on the question. 

Mr. McGuiRE. They have not attempted, but the courts have as- 
sumed jurisdiction to do so, and those two cases are now pending. 

Mr. Williams. What recourse has the claimant if he can not go 
to the court? 

Mr. McGuiRE. He can not go to the court in the United States 
in that way. 

Mr. Williams. That is not a parallel case because their laws have 
got to conform to the organic act. 

Mr. McGuiRE. Exactly. 

Mr. Williams. They can not come to Congress as we can. 

Mr. McGuiRE. They can go to their legislature. 

Mr. Williams. But if that interferes with the organic act, and if it 
•s unconstitutional that is the end of it. 

^ Mr. Underhill. The Comptroller General's office has a sugges- 
tion right along this argument, which I might read. 

Mr. liACON. I was going to present that in the executive session. 

(The amount referred to is as follows:) 

Sec. 3. There is hereby conferred upon the Court of First Instance in Manila^ 
with right of appeal as in other cases, the same jurisdiction to hear and deter- 
mine claims against the government for the Philippine Islands as that now or 
which may hereafter be conferred on the Court of Claims and the Court of Cus- 
toms Appeals to hear and determine claims against the United States: Pro- 
vided, That no suit shall be. brought against the government for the Philippine 
Islands on any claim which shall not have been presented to the insular auditor 
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at least three months prior to the date of institution of such suit: Provided 
further, That copies of the petitions shall be served on the insular auditor, who 
shall appear and defend the government for the Philippine Islands: And ^pro- 
vided further, That no Judgment against the Philippine government shaU be paid 
until it shall have been reported by the minister of finance to the Philippine 
Legislature and a specific appropriation to pay same shall have been made. 

Mr. Williams. If the Government or an individual or a corporation 
or a partnership should have a claim under this bill, if it becomes law, 
is it entirely up to the comptroller to approve that claim and decide 
whether the claim is just or unjust, and there is no appeal from his 
decision ? 

Mr. McGuiRE. No, sir; that is not exactly a correct statement. 
Under this bill, if it becomes law, any corporation, or any person 
having a claim against the Philippine Islands, could appeal to the 
auditor, and if the auditor did not allow it, he could then appeal to 
the Secretary of War. If the Secretary of War agreed with the 
auditor, his next proceeding would be to the Legislature of the Philip- 
pine Islands to secure an appropriation. That is the same situation 
as prevailed here from 1789 to 1855. 

Mr. Williams. That is the law at present in the Philippines? 

Mr. McGuiRE. Yes. 

The Chairman, And it would be the same if this bill, H. R. 10940^ 
was passed? 

Mr. McGuiRE. Yes. 

Mr. Williams. If it would be the same, why introduce the bill^ 
why the necessity of the legislation? 

Mr. McGuiRE. It was tins, that the courts in this country do not 
attempt to control the auditors and comptrollers by extraordinary 
judicial process, whereas in the Philippine Islands, not having a 
court of claims, they do attempt to do it. 

Mr. Williams. What other recourse have they ? 

Mr. McGuiRE. We did not have any here for three-quarters of a 
century. The Supreme Court decided it could not be done. 

Mr. Sabath. We changed that 70 years ago. 

Mr. McGuiRE. Yes.' 

Mr. Sabath. Why? Because they wanted to give them a right 
to bring suit against the Government. If Congress wants to author- 
ize and establish that for the Philippine Islands they can give them a 
court of claims. 

Mr. Da VILA. What is the difference between the law of Porto Rico 
and the law of the Philippine Islands regarding the matter of the 
decision of the auditor being final and conclusive upon the executive 
departments of the government? Have you knowledge of such a 
provision for Porto Rico ? ^ 

Mr. McGuiRE. That it shall be final in Porto Rico ? ^ 

Mr. Da VILA. I want the committee to know that it is unnecessary 
to change the law in Porto Rico. 

Mr. McGuiRE. We have the precedent there. 

The Chairman. If this amendment was adopted, then they would 
have the same course of procedure in the Philippines as we have here 
by establishing a court of claims. 

Mr. McGuiRE. By this bill as it now stands, to make it clear that 
the auditor is not to be proceeded against by extraordinary judicial 
process, which is the situation here. If you establish that, they will 
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have the same court of claims having the same jurisdiction as our 
Court of Claims and our Court of Customs Appeals, because here a 
claim for refund of customs goes to our Court of Customs Appeals 
rather than the Court of Claims. 

Mr. Bacon. With this amendment to the bill, you get a system in 
the Philippine Islands identical with the system here? 

Mr. McGuiRE, Exactly. 

Mr. Sabath. What reason exists for this requested legislation ? 

Mr. McGuiRE. Those decisions of the Supreme Court of the 
Philippine Islands within the last year that have attempted to review 
the auditor by extraordinary judicial process, and from the beginning 
of the American Government there up to this case, the Supreme 
Court had held that it could not review the auditor in such cases. 

Mr. Sabath. And because the Supreme Court has assumed juris- 
diction in these matters, you think that we should pass this legislation ? 

Mr. McGuiRE. I am not advocating the passage or nonpassage. 
That is up to the committee. I am only telling you the situation. 

Mr. Williams. Since that law was passed in 1907, how many times 
have they had claims come into the courts to be reviewed? 

Mr. McGuiKE. They have had several cases. 

Mr. Williams. Do you know how many they have had since 1916, 
when the enabling act was passed? 

Mr. McGuiKE. We have had these two which are now here in the 
Supreme Court, and I understand there are one or two other petitions 
pending in the Phihppine Islands against the auditor. The other 
cases have come up prior to this time before the change in the per- 
sonnel of the court that had denied that right following the decision 
in the case of Land v, Phipps, and they went into this very thoroughly. 

Mr. Williams. When the supreme court of the government of the 
Philippine Islands rules on a case, is there no appeal whatever to our 
Supreme Court? 

Mr. McGuiRE. It comes by writ of error to our court. 

Mr. Williams. Then our Supreme Court will remedy the evil when 
it reaches it. 

Mr. McGuiRE. It can not remedy the whole situation because the 
Inchausti case covers the point on a very narrow question of law, but 
there is the Manila case. 

Mr. Williams. Is that the repair bill involving about $70,000? 

Mr. McGuiRE. Yes. Of course, there is nothing there that the 
Supreme Court will take on a writ of error. We presented it to them 
some three or four weeks ago, but the court has not yet passed on it. 

The Chairman. I want to bring out the point that with the adop- 
tion of the amendment Mr. Underbill and Mr. Bacon have referred to, 
and which will be inserted in this record, and with the passage of this 
bill, the Philippines would be in the same situation, so far as claims are 
concerned, as we are in the United States. 

Mr. McGuiRE. Yes. 

The Chairman. The law would be the same and also the course of 
procedure. 

Mr. Williams. They have not a court of claims. 

Mr. Bacon. This amendment gives them a court of claims. 

The Chairman. It permits the legislature to create a court of 
claims. 

Mr. McGuiRE. No; it creates a court of claims. 
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Mr. Williams. It does not create a court, but gives the court 
power. 

Mr. McGuiRE. There was some thought that there would not be 
enough business to have a separate court, so they conferred it on the 
court of first instance, a.nd that court v/ould have jurisdiction that 
our courts now possess, with a right of appeal as in other cases. 

Mr. Williams. The auditor would not be subject to mandamus 
proceedings. 

Mr. McGuiRE. The claimants then would have the same course 
as they do here with the Comptroller General, and if they were still 
aggrieved could go into court and sue the Philippine Islands and the 
auditor would have opportunity to defend, and if they got a judgment 
they would report that to the Philippine Legislature, v*^hich could 
appropriate or could refuse to appropriate, as Congress does here, 
in paying judgments in this country. 

Mr. Williams. If they refused to pay tlie appropriation, they could 
not pay it under the present law. 

Mr. McGuiRE. The comptroller could not pay a judgment here 
in that case. 

Mr. Williams. Under the present law it could not be paid until 
the legislature of the Philippine Islands makes an appropriation. 

Mr. McGuiRE. The Legislature of the Philippine Islands makes a 
general appropriation for the conduct of the various departments the 
same as here, but the judgments of that court would not be paid 
under the general appropriation as here except in a limited number of 
instances. 

Mr. Williams. A specific appropriation? 

Mr. McGuiRE. Exactly as here. 

The Chairman. Would not this simplify the matter very much, 
if the bill was passed, to have this amendment put in giving that 
power to the court? 

Mr. McGuiRE. All I have said this morning is my own personal 
statement, but personally I can see no objection to conferring on the 
courts of first instance in the Philippine Islands this power that is 
included in the amendment. It will give them the same court of 
claims that we have here. The only difference in the procedure that 
would be established under this amendment, as I drafted it, would be 
that the auditor would have opportunity to defend the cases rather 
than the Attorney General. 

(Thereupon the committee discussed the bill in executive session 
and subsequent^ adjourned.) 
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Committee on Insular Affairs, 

Monday, May 10, 1926. 
The committee met at 10.30 o'clock a. m., Hon. Edgar R. Kiess 
(chairman/ presiding. 

The Chairman. I want to call your attention to H. R. 11617, 
which is the bill upon which we will hold our hearings this morning. 
This is known as tixe auditor bill, applying to the Philippine Islands, 
and some of the representatives of the Philippine Islands wish to be 
heard/ 
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Mr. Thurston. Before we begin, did you find out about the dupli- 
cation of the salary of the auditor? We talked about that the other 
day. 

The Chaieman. Yes; I can give you that information some time 
during the hearing. 

Mr. Ragon. Have you that information? If so, we ought to get 
it before these speakers begin. 

The Chairman. I think that Mr. Guevara and I together can give 
it; that is, with relation to the salary of the auditor at the present 
time. It is understood that the auditor over there has been drawing 
$6,000 as salary, and then he has been paid by other interests 

Mr. Guevara (interposing). $4,000. 

The Cpiairman. What interests have paid the $4,000? 

Mr. Guevara. The Philippine National Bank, which is owned by 
the government of the Philippine Islands. The majority of the 
stock is owned by the government. 

The Chairman. So that his total salary to-day is $10,000? 

Mr. Guevara. Yes. 

The Chairman. I understand it has been stopped. 

Mr. Guevara. No, it has not been stopped, as I understand. 

The Chairman. You mean that at the present time it has not 
been stopped, but will it not? 

Mr. Guevara. I do not know how the Philippine Legislature will 
stop it because it is entirely within the power of the board of direc- 
tors of the Philippine National Bank. 

The Chairman. Then I am misinformed, but I was under the 
impression that the reason that this increase in salary was provided 
was that the auditor would not receive in the future what he has 
been getting now from the two sources. There is no intention on 
my part — and I introduced the bill — to have him receive $14,000; 
but, in view of the fact that he had been receiving $10,000, I thought 
it would be better for him to receive it as a straight salary, open and 
above board, rather than to receive $6,000 from the government and 
then be paid $4^000 from other sources. 

But you think that if this bill were passed without a provision for- 
bidding him to have other pay, he would receive $14,000? 

Mr. Guevara. There is no doubt about it. 

The Chairman. That, of course, can be easily remedied by a 
proper amendment. 

Does that clear it up ? 

Mr. Ragon. Yes; but I do not think you have gone far enough 
into it. I would like to get some more light on it. 

The Chairman. We can no doubt get additional information on 
that for you. 

Mr. GuEVERA. If there is any gentleman present here who wishes 
to speak in favor of the bill- 

The Chairman (interposing). There is no one here to speak for 
the bill. 

I have asked Major Hedrick of the Judge Advocate GeneraPs 
Department in the War Department to come here this morning to 
answer any questions that any members of the committee might wish 
to ask him regarding this bill. We had Mr. Maguire, as you will 
remember, of the Comptroller General's office before our committee, 
and I think Major Hedrick assisted Mr. Maguire in the drafting of 
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this bill. The question had been asked why there was no one here 
from the War Department , and I explained to the committee that 
Major Hedrick was ill at the time of our last meeting. 

Mr. Ragon. That is not the person I wanted from the War De- 
partment. I wanted somebody in authority, like Secretary Davis 
or General Mclntyre/not some fellow who is a lawyer and who drafted 
the bill. 

The Chairman. We have a letter on file from the vSecretary of 
War indorsing the bill. 

Mr. Ragon. But we have the right to have those men appear and 
give us their counsel and advice, and this is the first time in the 
history of this committee when we have not had them here. 

The Chairman. You understand that a legal c[uestion like this is 
always referred to The Judge Advocate General's department 
rather than to General Mclntyre. General Mclntyre would come at 
any time. 

Mr. Ragon. He is the one I want, or Secretary Davis, to tell us 
something of the economic effect of this bill upon the islands and what 
dissatisfaction they find there, not what some lawyer thinks about it. 
I do not need a lawyer to tell me of the legal significance of this bill 
or what it will do. What I need is a man who is in charge to tell me 
something of the economic relationships. 

The Chairman. It does not change them. 

Mr. Ragon. 1 think it does. 

The Chairman. That is a difference of opinion. 

STATEMENT OF MAJ. L. H. HEDEICK, JUDGE ADVOCATE 
GEMEEAL'S DEPAETMEHT, UNITED STATES AEMY 

The Chairman. Major Hedrick in your judgment does the pro- 
posed change in section 24 alter the powers of the auditor as provided 
m the act of 1916? 

Major Hedrick. Before I answer that I would like to say that you 
are in error about my being one of the drafters of the bill. 

The Chairman. I believe Mr. Maguire drafted it. 

Major Hedrick. My connection with this matter is that I am now 
handling as the attorney in charge the particular cases that are now 
in the Supreme Court involving the powers of the insular officers 
the Inchausti case and the case between the city of Manila and the 
metropolitan water district. 

In connection with those cases I have gone into the matter very 
fully and I have been asked to go over this bill. I know that the 
object of this bill is purely that of clarification and I think that any- 
one who will read the decisions of the supreme court of the Philippine 
Islands in each of these two cases to which I have referred will reach 
the conclusion that some clarification is necessary. 

As to the breadth of the powers of the auditor I do not think this 
bill as now drawn increases his powers at all. In the Inchausti case 
the powers of the auditor with reference to the refund of customs 
duties are involved. The contention there on the other side is that 
the collector of customs is the final authority and his decisions are 
final in those matters with the exception of appeal to the court of 
first instance. 
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On Gur side; the contention is that the powers of the auditor as 
referred to in the organic act reaches those decisions as well as any 
other decisions. We can not see what Congress meant when it 
said ^^He shall perform a like duty to all branches of the govern- 
ment^^ if it did not mean to include all branches of the government. 

Now, I might sa}^ in passing that the Supreme Court has just 
granted the petition for the writ of certiorari in that case. While 
that is not a decision, I appreciate, as was remarked the other day^ 
that it is somewhat of an indication. 

The Chaieman. When will that case be tried, probably? 

Major Hedrick. Unless it is advanced for argument, the clerk 
informs me that it will probably be reached in about a year for 
argument. 

The other case has just been filed by me last week. It is inter- 
esting, and shows somewhat how involved this whole situation now 
is. The decision of the Supreme Court of the Philippine Islands, 
has practically set aside the act of the Philippine Legislature called 
the accounting law. It is under that law that the auditor is specifi- 
cally authorized to adjust and enforce settlements between different 
branches of the government, just as the Comptroller General does 
in this country. Generally, I think he has that authority under 
the organic act, but the Supreme Court has in effect denied him 
that power by its decision in that case, and that case was merely 
a matter of the Metropolitan Water District as a governmental 
entity. It is a so-called public corporation. I say ^^ so-called^' 
because it is one of these public corporations merely called such 
in the act which created it. It has no stock, and is merely an entity 
created by the legislature to carry on the water service in a certain 
district including the city of Manila. By that act, all of the water 
systems of the city of Manila wertV turned over to the water dis- 
trict. The water service was furnished to the city by the district, 
for a part of which the city paid and for the major portion of which 
it refused to pay, claiming that it was entitled to free water. 

The act of the legislature, however, provided that the district 
should charge and collect for all water service regardless of whether 
it was furnished to a person, corporation, governmental body, 
municipality or religious or charitable institution. The district 
presented the matter to the auditor, and, I might say here, in the 
auditing law, the accounting law, the legislature has specifically 
provided that the city of Manila and the metropolitan water district 
shall be regarded as rrovinces. In fact, the city of Manila and the 
metropolitan water district make up the seventh auditing district 
of the Philippine Islands. 

In another section of the act is another provision that the auditor 
is empowered to authorize and enforce settlement of accounts sub- 
sisting between bureaus, offices. Provinces, cities, municipalities, and 
all branches of the government, so the district presented this matter 
to the auditor, who went into the matter carefully and decided that 
the city owed the money to the district, and under the act of the 
legislature it is hard to see how he could decide any other way, and 
directed the collector of internal revenue to issue an appropriation 
warrant against the city's apportionment of the internal-revenue 
collections and in favor of the metropolitan water district and thereby 
enforced the settlement of this account subsisting between the two. 
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The city brought action enjoining the treasurer from paying any 
such warrant and asking for a mandamus to compel the collector of 
internal revenue to issue all warrants for this apportionment to the 
city and not to the district, and to compel the auditor to countersign 
all warrants drawn by the collector, and the Supreme Court granted 
that relief. 

Mr. Williams. By what vote — do you remember? 

Major Hedrick. Justice Villa Real took no part in the decision 
he having acted as attorney general in the start of the case. Justice 
Johnson dissented with Justice Ostrand in the preliminary skirmishes. 
Justice Johnson went away later on and took no part. Justice 
Ostrand dissented and Justice Street concurred in the results but 
wrote a separate opinion. 

So the vote was 6 in favor, 1 dissenting, and 2 taking no part in 
the final decision. 

Mr. Williams. And this water compan}^ is owned by the Govern- 
ment ? 

Major Hedrick. Yes sir. 

Mr. Thurston. By the municipality of Manila? 

Major Hedrick. No; by the government. It coiiiprises not only 
the city of Manila but quite a little territory outside of that. 

Mr. Williams. If I understand you now the money that the city 
owed for furnishing water when it was paid would be actually paid 
to the government because the government owns this Metropolitan 
Water Co.? 

Major Hedrick. Practically that is the result and of course there 
is this somewhat peculiar situation; that is the situation differs from 
our ordinary municipality in that 

Mr. Williams (interposing). My question is this: Suppose that 
this bill was passed and became a law how would that affect a case 
like that? In other words, if this was the law if the auditor had 
found under this law as he did, what would have been the recourse 
of the city ? Could not it have done the same as it has. already done ? 

Major Hedrick. I do not think so. There is an appeal provided 
now to the Governor General and to the Secretary of War. That is 
the appeal that Congress has given, and under all the decisions of 
our Supreme Court, whenever there is an administrative appeal of 
that kind, it must be exhausted. 

Mr. Williams. If that case had not been heard and if this had 
been the law, the appeal they would have would have been to the 
Governor General ? 

Major Hedrick. Yes, sir; and then to the Secretary of War. 

Mr. Williams. And if the Governor General had found with the 
auditor, then the city would have had the right to have appealed to 
the Secretary of War ? 

Major Hedrick. Not if he found with the auditor, no, sir. 

Mr. Williams. That ended it? 

Major Hedrick. Yes, sir. Then they had their other right of 
appeal, which they always have, to the Philippine Legislature. It is a 
situation which is absolutely analogous to the situation here except 
that we do not have that administrative appeal. The War De- 
partment and Navy Department enter into a dispute over services 
or supplies furnished by one department to the other and the matter 
is settled absolutely by the Comptroller General. 
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Mr. Williams. I understand that situation here, and the appro- 
priation warrant is drawn exactly as in this case. 

Major Hedrick. The city of Manila is divided up into provincial 
and municipal allotments and other allotments. The city of Manila 
is entitled to both allotments, two allotments, considered both as a 
province and municipality, so they get the two allotments. Then 
the sales tax is a special tax and they also get that allotment. 

Mr. Williams. Does the city in this case claim th^.t they were 
entitled to this water free ? 

M£?,jor Hedbick. That they were entitled to it free. 

Mr. Thurston. When the metropolitan water district was insti- 
tuted, did it pay the owners, whoever they might be, of the water 
system that they took over? 

Major Hedrick. The legislature turned over all of the water sys- 
tems to them. The only ownership was over a century ago, when 
General Carriedo left a legacy in this will a.nd created a water district 
for the city of Manila. Those funds accumulated until some 30 or 
40 years ago, when a water district was organized. 

Mr. Thurston. And is their contention one of right backed by 
interest, or is that a matter of administrative claim that they make? 

Major Hedrick. As near as I can get their contention, it is that, as 
trustee for the Carriedo funds, and having built additional water 
systems by floating bonds, and so forth, they had a right to this, 
water free, although all the liability of the city in connection with 
water was taken over by the metropolitan water district under this 
act. The city, however, has this rather peculiar contention. They 
state that while they were running the water system, they furnished 
themselves water free, which you can readil37- see that they did not 
because they had to get the water and pay for it in some way, but 
they did for certain of their departments pay into the engineering 
commission for whatever water the different departments used. 

Mr. Tiiui^sTON. Outside of the auditing of this matter, there 
should be an adjudication of that other matter to determine whether 
or not ■ 

Major Hedrick (interposing). Not in any mandamus action. 

Mr. Thurston. I say, there should be an adjudication 

Major Hedrick (interposing). I do not think it is necessary at all. 

Mr. Thurston (continuing). To clear that up. 

Major Hedrick. It really is not a mooted question at all. It is 
a perfectly clear question. We know that the Philippine Legislature 
has plenary power over its municipalities, even to the power of 
extinction, wiping them out entirely. 

Mr. Thurston. Could the Philippine Legislature convey any 
vested right to the city of Manila without the city of Manila con- 
curring? 

Major PIedrick. You do not think, sir, that a State in this country 
can do that? 

Mr. Thurston. I live in the State of Iowa and I have been a 
member of the legislature out there, and I am quite sure that the 
Legislature of the State of Iowa could not pass an act which would 
take away from the city of Des Moines, for instance, public grounds 
or buildings which it owned unless the State would see that the city 
was compensated for that. 
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Major Hedbick. I should dislike to disagree with you^ but the law- 
is the other way. 

Mr. Thurston. I think not. 

Major Hedrick. I have just gone into that question very fully, 
and I am perfectly willing to stand on my ground on it. 

Mr. Eagon. What is that? You say, as I understand it, that this 
is analogous, that the State Legislature of Iowa can not go in and do 
what to the land owned in a city? 

Mr. Thurston. The State of Iowa can not pass an act which would 
take away from a municipality of the State of Iowa property it owned 
without providing compensation for it, because that would be a 
vested right that the people in each particular municipality had 
which could not be taken away from those people and given to all 
of the people of the State or given to some private concern or person. 

Mr. Ragon. Major, how do you contend they could do that? On 
what theory? 

Mr. Williams. Let us not get into that. 

Mr. Ragon. I would like to get the major's angle of it. 

Mr. Thurston. I do not care to pursue the matter further. 

The Chairman. Have you studied section 3 that we added to this 
bill, with reference to the right of appeal to the court of first instance? 

Major Hedrick. I have given it some thought; yes, sir. 

The Chairman. If that had been the law, then what would have 
been the course of procedure in the Philippines in these cases that 
you referred to ? 

Major Hedrick. Then, you would have had the dual appeal 
The administrative appeal is still preserved. It could have been an 
optional appeal. It could have gone into the court of first instance to 
try the thing out. 

The Chairman. Section 3 was not in the original bill, but was 
offered as an amendment at the suggestion of some of the people 
interested as providing a means of appeal similar in a way to our 
own rights of appeal. 

Major Hedrick. Of course, that creates practically a court of 
claims in the Philippine Islands. The Philippine Legislature on 
several occasions attempted to create such a court. They had an 
act of the Philippine Legislature which provides that if the auditor 
does not decide upon a claim within 60 days, the matter can be taken 
into the court of first instance. The constitutionality of that act of 
the legislature has always been seriously doubted. However, it has 
never come up because the auditor has never waited 60 days. 

A little over a year ago they passed an act by amending this act 
to provide that if the auditor did not decide within 60 days or if the 
decision was adverse they could go into the court of first instance. 
The Governor General vetoed that on the ground that it was contrary 
to the provisions of the organic act. 

This creates exactly what the legislature has been attempting to 
create for some time, and gives the Philippine Islands a court of claims. 

Mr. Thurston. This bill, as I understand it, would provide that, 
instead of an executive refund, there would have to be an adjudi- 
cation. 

Major Hedrick. There might have to be; not necessarily. 

Mr. Thurston. They would have the machinery for an adjudica- 
tion? 
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Major Hedrick. Yes, sir; just as we have it here, the legislature 
finally having the last control just as Congress has here. 

Mr. Thurston. In other words, if this bill were passed, the Philip- 
pine Legislature would be the final body that would eventually put 
breath into the controversy? Stated another way, if they made the 
appropriation to follow out the adjudication, it would be determined? 
' Major Hedrick. Yes, sir. 

Mr. Thurston. Otherwise it would still lack the final settlement. 

Major Hedrick. Just as our Court of Claims judgments lack a 
final settlement. 

The Chairman. Does any member of the committee wish to ask 
Major Hedrick any more questions? 

Mr. Ragon. Pursuing the line Mr. Thurston started on, about the 
legislature, under your construction of the bill, regardless of what the 
decision of the auditor or of the governor general is, or regardless 
of what the decision of the Comptroller General might be, if they 
presented a claim and the legislature would not allow it, the claim 
could not be paid? 

Major Hedrick. No, sir. On this appeal, if there were no appro- 
priation, if the appeal vfere an executive appeal or administrative 
appeal and the Comptroller General finally allowed the appeal, it 
would automatically be paid because the appropriation would still 
be available. 

Mr. Ragon. I did not not catch that. 

Major Hedrick. If the appeal is merely an administrative appeal, 
and it was approved, it would be approved against an appropriation 
and would be paid without any further action of the legislature, 
because there would be an appropriation then available to pay it. 

Mr. Ragon. If that were an administrative act? 

Major Hedrick. An administrative appeal. 

Mr. Ragon. Let me get your significance of the administrative 
appeal. You mean the appeal from an administrative act by an 
official? 

Major Hedrick. I mean an appeal from the executive officer to 
the Governor General or the comptroller general under this bill. 

Mr. Ragon. As I understood from your answer to Mr. Thurston, 
nobody but the Philippine government could pay one of these bills? 

Major Hedrick. None could pay the judgment of the court on 
one of these claims. 

Mr. Ragon. Nobody but the legislature? 

Major Hedrick. Absolutely. 

Mr. Ragon. If it went to the Court of Claims? 

Major Hedrick. Yes. 

Mr. Ragon. But if it goes to the GoA-ernor General, then it is paid 
upon his decision, if it is in favor of the claimant, unless it went to 
the Comptroller General? 

Major Hedrick. Even if it goes to the Comptroller General, it 
would be paid if the appropriation is available. 

Mr. Williams. It does not have to be a separate appropriation 
to take care of it. 

Mr. Ragon. What I am trying to do is to "distinguish between the 
claims that the legislature has to pass on and those that are paid 
without legislative action. You say those are administrative appeals 
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that go to the Governor General and to the Comptroller General. 
Now, how do you distinguish between the claims that are referred to 
the Court of Claims here and those that are appealable to the Gcjjyer- 
nor General? 

Major Hedrick. There is no distinction at all, sir. I have said 
that in the Philippine Islands, under this bill, you could have more. 
They would have more in the Philippine Islands than we have here. 
They have got an optional appeal. They have either their adminis- 
trative appeal, and by that I mean to the Governor General, or they 
can take it into court. 

Mr. Ragon. In other words, it depends upon whether the fellow 
wants to go to the Governor General or whether he wants to go to the 
court? Is that the criterion? Is it the disposition of the appellant 
that governs the thing, as to whether he shall go to the Governor 
General or the Court of Claims? 

Major Hediuck. It is absolutely optional under this bill. 

Mr. Ragon. In other words, if he wants to go to the Governor 
General, there is not any power that can send him to the Court of 
Claims. 

Major Hedrick. Certainly not. He can choose if it is an optional 
appeal. 

Mr. Ragon. That is not the law in this country. 

Major Hedeick. I just got through sa3diig that it was not. 

Mr. Ragon. Do you know of any place where that is the law? 

(No response.) ' 

Mr. Ragon. Now, we will just separate ourselves from the identity 
of the present governor general or the past governor general or any- 
body else. Here is a man that has an appeal. He can come over 
here to this Court of Claims, as would seem to me to be the sensible 
thing to do, but you permit that man, and there may be millions of 
dollars involved, to go to the governor general instead of to the Court 
of Claims. It does not seem to me that this optional business is 
practicable. 

Major Hedrick. I do not see anything ipipracticable in it. You 
had it in this country. 

Mr. Ragon. We had it and discarded it 75 years ago. 

Major Hedrick. And that is when you had your appeal to the 
Secretary of the Treasury. 

Mr. Ragon. How long since have we gotten rid of it? 

Major Hedrick. Quite a while ago, because you created officials 
and gave them additional power and you recently created one that a 
great many people think you gave still more power to, the Comptroller 
General. In other words. Congress has always, even going way back, 
said that no official in the Government who has the power to expend 
money should be permitted to audit his own expenditures, and so 
you have biiilt up the present accounting system which has lasted 
since 1878 and finally consolidated in the one man, the Comptroller 
General, who is a sort of a semiexecutive officer and still the repre- 
sentative and agent of Congress to check up and see whether or not 
the money Congress appropriates is paid out properly. 

Mr. Ragon. Let us take some cases and run them down and I 
believe we can get a clearer understanding of it. You understand 
that under this new act, when a claim is decided adversely by the 
auditor, the party can go into the Court of Claims or he can go to 
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the Governor General and then to the Comptroller General. NoW; 
what is his appeal? What appeal has he now? Then give the steps 
a man would take in a claim he would prosecute. 

Mfajor Hedrick. To the Governor General and to the Secretary of 
War if the Governor General decides against the auditor^ and there 
I want to call your attention to the fact that Congress has indicated 
by that very thing that they meant the insular auditor to have very 
important powers because the Congress did not give the Governor 
General the power to overrule him. If the Governor General dis- 
agrees with him, it has got to come up to the Secretary of War. 

Mr. Ragon. Have you not overlooked one other ground of appeal 
there? 

Major Hedrick. In the case of the refund of customs duties, 
there is a provision in the tariff act for an appeal from collector of 
customs' decisions. 

Mr. Ragon. At whose instance is that appeal? 

Major Hedrick. By the aggrieved party. 

Mr. Ragon. The government? 

Major Hedrick. The aggrieved party may be the government or 
the agency, which is the secretary of finance. 

Mr. Ragon. Can not the secretary of finance himself, under the 
present law, initiate an appeal? 

Major Hedrick. On that one class of claims only. 

Mr. Ragon. Now, he does that as a representative of the govern- 
ment, not in an individual capacity? 

Major Hedrick. Undoubtedly. 

Mr. Ragon. On your other appeal here, under your present law, 
who wT)uld have the right on behalf of the government to initiate 
an appeal? 

Major Hedrick. This will not change the situation on that one 
class of claims. 

Mr. Ragon. It will not change that? 

Major Hedrick. Certainly not. 

Mr. Ragon. You still leave the minister of finance with the power 
to make that appeal? 

Major Hedrick. This is before it ever reaches the auditor. 

Mr. Ragon. If I read this act right, you take away from that 
collector of customs such authority and control as he now has under 
the law. 

Major Hedrick. You will have to wait until the Ynschausti case 
is decided, and then we will see which one is right. So far we have 
the indication our way in the decision. 

Mr. Ragon. I think you have; I grant you that, and we might as 
well wait, for I do not see how we can get anything on this through 
this session of Congress. 

Now, another feature of it. You stated a while ago, as I under- 
stood, that this bill was introduced here at the request of your depart- 
ment, and you say that you did not have anything to do with the 
drawing of the bill ? 

Major Hedrick. I did not. 

Mr! Ragon. When did you first see it? 

Major Hedrick. Oh, I saw it probably a week after it was drawn 
by Mr. Maguire. 

Mr. Ragon. Did you see it before it was introduced? 



THE PHILIPPINE ISLANDS 27 

Major Hebrick. I am not sure, sir. 

Mr. Ragon. I will ask you if the first time you saw it was when it 
was referred to you by the Secretary of War? 

Major Hedrick. Oh, no; I saw it before that. 

Mr. Ragon. Do you know whether your department had this bill 
introduced or not ? 

Major Hedrick. T do not. 

Mr. Ragon. Who would know about tli^t? 

Major Hedrick. Well, I imagine the legislative section of the 
general staff. 

Mr. Ragon. General Mclntyre would be more apt to know. This 
is all under his jurisdiction, is it not? the Philippine Islands and 
other insular possessions? 

Major Hedrick. He might; I do not Imow that he would be more 
apt to know than the legislature branch of the general staff of the 
War Department, 

Mr. Ragon. Do you know who Mr. Maguire had to assist him in 
drafting this bill? 

Major Hedrick, I do not know that he had any one to assist him. 

Mr. Ragon. Did you ever discuss the matter with Mr. Williams, 
of San Francisco ? 

Major Hedrick. Yes, sir. 

Mr. Ragon. I will ask if he is not the man who brought this very 
bill here to the different departments? 

Major Hedrick. I am quite positive he is not. 

Mr. Ragon. I will ask jon whether or not he is not the man who 
inspired the bill? 

Major Hedrick. I am quite positive he is not. 

Mr. Ragon. Who did, then? 

Major Hedrick. I do not think — you seem to indicate that there 
is something ulterior about it. 

Mr. Ragon. Not a thing in the world, I exonerate you of every 
bit of it, as well as the War Department. Notwithstanding the fact 
that the War Department is chargeable with the responsibility for 
the Philippine Islands, I do not think it had a thing in the world 
to do with the introduction of this bill. 

Major Hedrick. I think the proper person instigated the bill, 
and that is the auditor himslf . 

Mr. Ragon . The auditor himself drafted this bill. 

Major Hedrick. The first bill; not this bill, and sent it to the 
Comptroller General asking him to put somebody on it and give his 
th ought to it as to a proper bill for the handling of the accounting 
system of the Philippine Islands. That is the result. 

The Chairman. Would not that be the proper place for it to come 
from? 

Mr. Ragon. Will the chairman let me get through? 

The Chairman. Certainly. 

Mr. Ragon. Now, you think that this bill was instigated by the 
.auditor of the Philippine Islands? That is your best judgment? 

Major Hedrick. Yes, sir; that is my judgment. 

Mr. Ragon. I)id you know at the time that the bill was first sug- 
gested to you that he was being paid $4,000 salary by the Philippine 
National Bank in addition to the $6,000 that the Government was 
paying him? 
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Major Hedrick. I have given no thought to the salary end of it- 
Mr. Raggn. You have not investigated that at all? 

Major Hedrick. That is a matter with which I am not concerned. 
I have nothing whatever to do with it. 

Mr. Ragon. Do you know whether your department has, or the 
Secretary of Vfar, or the chief of the insular bureau? If you do not 
know 

The Chairman (interposing). Mr. Ragon, may I answer that in 
this way, that it is my judgment and information that the matter of 
salaries was not the main purpose of this bill, but that the War De- 
partment felt that those salaries should be raised, and I am sure that 
that part certainly was not instigated by the auditor. 

Mr. Ragon. Let me ask the chairman a question. Would the 
War Department think that that salary ought to be raised if they 
knew about this other side issue of $4-,o6o ? 

The Chairman. I do not know. 

Mr. Ragon. That is what I have been insisting upon alL the time, 
that we get somebody from the War Department who knows. Here^ 
is a man who comes in with a bill to raise the auditor's salary $4,000. 
That is a simple bill, but none of us knows anything about it. 
Evidently the War Department knows nothing about it, and I 
think something like that ought to be investigated. 

I do not attribute to the major any ulterior motive. 

Major Hedrick. I know you do not. 

Mr. Ragon. Nor to your department. 

Major Hedrick. I can say this about the salary, that General 
Mclnt3rre told me the other day that one of the features of the bill 
that he was as much interested in as any other was the salary pro- 
vision, that he had been endeavoring for some time to get men of the 
proper caliber to accept this position, which is a very important 
position^ and in order to get one to accept it it was necessary for them 
to pay him a salary as they are now paying and that he was anxious 
to have it fixed in the law here at $10,000, and I know it is the 
furthest thing from his thought that the auditor will draw any more^ 
than $10,000. 

Mr. Ragon. I want to say that there are not two men in the de- 
partment that I have a higher regard for than I have for Secretary of 
War Davis and General Mclntyre, and that is just what I have been 
insisting on, that they come up here and tell us these things; but^, 
now, the general is perhaps correct in that statement, for he came 
before this committee in 1921 when Governor Towner was the 
chairman and made the statement that you have made right now,, 
that he thought that ought to be increased, but I do not think that as 
chief of the insular bureau he would say to this committee that he 
would give him the $4,000 that he is now getting from that bank there 
in addition to what is provided in this bill. If he should say that^ 
then this committee ought to disregard him just as the committee in 
1921 disregarded him, and this committee ought to ask somebody 
why that Philippine National Bank is paying him this $4,000 extra. 

The Chairman. We are all unanimous on the point that he should 
not have more than $10,000. 

Mr. Ragon. How are you going to stop him from getting the 
$4,000 he is getting novv^? 

The Chairman. With a provision in this act. 
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Mr. Ragon. What is the attitude we are in right now? We are 
in the attitude of letting that fellow go around and get that $4,000 
in a way that none of us knovfs anything about. He gets as much 
money now as the Comptroller General of the United States, and if 
I am not correct in that, Major, you can correct me. 

Major Hedrick. I do not know what salary the comptroller get?, 
but, as I recall it, it is $15,000. 

The Chairman. No; it is $10,000. 

Mr. Ragon. And his living expenses are less over there than what 
they would be here, if we are to believe what is told us. 

I was just interested in locating where the bill came from. I knew 
it came from him, but I never could get anybody to admit it. 

Major Hedrigk. I think it came from the place where it should 
come from and gone to the channels where it has gone. 

The Chairman. That salary business is an incidental part of the 

bill. 

Mr. Brigiiam. I would like to ask the major if it is part of the 
duties of the auditor under the law to audit the accounts of the 
Philippine National Bank? 

Major Hedrick. I think so, sir. 

Mr. Brigham. It would be part of his regular duties? 

Major Hedrick. Yes, sir; though possibly not under the organic 
act. I think, however, it is. 

Mr. Ragon. It is under the organic act that the audit is made of 
corporations which the government owns and controls. 

Major Hedrick. I do not think the word ^^ corporation^' is referred 
to, but all governmental expense. 

The Chairman. I have the law right here, which reads: 

He shall perform a like duty with respect to all government branches. 

Mr. Ragon. That is in the organic act? 

The Chairman. Yes. 

Mr. Ragon. Now, the Philippine Legislature supplements it and 
expands it. 

Major Hedrick. That is just the reason that we contend that he 
also audits these accounts of the collector of customs. 

Mr. Ragon. I am sorry that I can not go with you all the way on 
that collector of customs matter. 

Major Hedrick. It is a close question. 

Mr. Ragon. There is some part that he should have jurisdiction 
over. 

Mr. Brigham. Is this salary voted by the directors of the Philip- 
pine National Bank? 

Major Hedrick. That is what I understand. 

Mr. Brigham. I mean this salary to the auditor. 

Major Hedrick. Yes, sir. 

Mr. Brigham. And paid out of the funds of the bank? 

Major Hedrick. I could not tell you about that; I do not know. 

Mr. Brigham. Mr. Guevara just tells me that it is paid out of its 
funds. 

The Chairman. Outside of this question of the auditor seeking to 
raise his own salary, which I agree with you is not very ethical, do 
you agree with us that the bill should naturally come from him in 
order to correct the law when he had a decision rendered against him? 
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Mr. Ragon, No, sir. The bill ought to come from the man we 
ought to have the right to have up here, which is General Mclntyre. 

The Chairman. But the auditor is appointed by the President. 

Mr. Ragon. I know; but we have an insular bureau to tell us about 
these things and we have never yet in any hearing since I have been a 
member of this committee until this particular bill came up been 
without the presence of General Mclntyre. 

The Chairman. There is no particular reason why we could not 
have General Mclntyre. 

Mr. Ragon. I do not think so, either, and I have asked for him 
twice. 

Mr. Thurston. On the subject the bill refers to, and not on the 
salary, at the present time, Major, appeal is from the auditor to the 
Governor General? 

Major Hedrick. Yes, sir. 

Mr. Thurston. Then from the Governor General to the Secretary 
of War? 

Major Hedrick. Yes, sir. 

Mr. Thurston. And under the proposed bill it would provide that 
after the appeal to the Governor General he would go to the Comp- 
troller General? 

Major Hedrick. Yes, sir. 

Mr. Thurston. It would eliminate the War Department. So if 
there were a little feeling between the insular government over there 
and the War Department it would tend to eliminate the War Depart- 
ment from controlling or determining those matters and place it here 
with the Comptroller General. 

Major Hedrick. That is one reason, and the other was that the 
Comptroller General's office was the real place for it. 

Mr. Thurston. If, ultimately, the Comptroller General makes a 
finding, is that finding considered an adjudication? 

Major Hedrick. It is a final finding administratively. 

Mr. Thurston. Does it have the same standing as an adjudication ? 

Major Hedrick. No, sir; just as the Comptroller General's deci- 
sions on our own claims. 

Mr. Thurston. The reason I asked that is because of the last 
clause in the bill, which provides : 

That no judgment against the Philippine 'government shall be paid until it 
shall have been reported by the minister of finance to the Philippine Legislature 
and a specific appropriation to pay same shall have been made. 

Major Hedrick. Of course, it would not be a judgment, not any 
more than a decision of the Comptroller General on a claim in the 
United States is a judgment. 

Mr. Thurston. But would that have to be reported after the deter- 
mination made by the Comptroller General? Would that be a 
specific setting aside of funds of the Philippine government, or would 
it have to go to the legislature for an appropriation? 

Major Hedrick. It would not have to go to the legislature if there 
were an appropriation available. Your situation is identical iii that 
respect with what we have here. 

Mr. Ragon. Let me ask you this, Major. What would be the 
objection, if you are going to set up a court of claims over there, to 
eliminating this optional feature aad tur ing it all over to the Court 
of Claims? 
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Major Hedbick. I have not any objection to it at alL I think 
that the matter will eliminate itself. 

Mr. Ragon. That is interesting. How? 

. Major Hedbick. I thini^ that, partieularlj as things now stand over 
there, probably all the claims will go to the court. 

Mr. Eagon. I do not get you. 

Major Hedrick. In quite a number of years there have been very, 
very lew appeals on the decisions of the auditor to the Governor 
General, and there never has been an appeal to the Secretary of War. 

Mr. Ragon. There never has been? 

Major Hedriok. No, sir. So, so far as that appeal is concerned, 
it is really rather immaterial. 

Mr. Ragon. If we are going to put up a court of claims. Major, 
and I have not studied the advisability of it, it seems to me that it 
would not be very practicable to have those two modes of appeal, 
and it seems to me that it would be more practicable if you would 
eliminate one. It strikes me that it ought to go to the court of first 
instance. You have that court of first instance now as to claims 
arising when the minister of finance exercises his right? 

Major Hedrtck. In that one small class. 

Mr. Ragon. In the customs business. 

STATEMENT OF HOIST. SEEGIO OSMEFA, SPECIAL EEPEE- 
SEFTATIVE, PHILIPPIIfE LEGISLATURE 

The Chairman. Senator Osmena and the Resident Commissioners 
of the Philippine Islands have submitted a memorandum in con- 
nection with this bill which I presume they would like to have go 
into the record. Then I am going to call on the Senator to make a 
statement to the committee. 

Mr. OsMENA. I would like to read it to the committee. 

The Chairman. Ygtj well. 

Mr. OsMENA. But first let me say, Mr. Chairman and members 
of the committee, that after hearing Major Hedrick's testimony I 
am more strongly opposed than before to the passage of this bill. 

We are submitting a memorandum covering the grounds upon which 
we stand and a,sking the committee not to report this bill at this time, 
and I think that the testimony of Major Hedrick has strengthened 
any position against this bill. As a matter of fact, the writ of certiorari 
that Major Hedrick referred to had just been granted a few days 
after these hearings were begun, so the whole case is before the 
Supreme Court now and there is no reason for not waiting for the 
decision of the court. 

If the main purpose is to clarify existing laws, it is exactly the 
province of the courts under the American system to interpret them, 
if this Congress is going to hear officials from the Philippine govern- 
ment upon petitions for the purpose of clarifying laws becaise the 
views of those particular officials are different from the views of others, 
you will be compelled to pass upon many questions coming from the 
islands. So I am going to ask the committee to wait for the decision 
of the court, and then, if the Supreme Court construes the law in a 
way not satisfactory to Congress and if the policy at that time will 
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be to change the law it may betaken up by Congress then with better 
advantage. 

Suppose that the United States Supreme Court will reverse the 
action of the Supreme Court of the Philippine Islands ? What is the 
reason for this bill ? 

Now, with your permission, I am going to read our memorandum 
[reading] : 

Memorandum on the Bill to Amend and Clarify Existing Laws Relat- 
ing TO the Powers and Duties of the Auditor for the Philippine 
Islands 

After careful study of the provisions of this bill as amended, we are con- 
strained to register our opposition on the following grounds : 

1. It is not necessary. 

2. It contains objectionable provisions. 

3. Even if its enactment were necessary and its provisions satisfactory, its 
passage would not be advisable during the present session. 

THE bill is not NECESSARY 

The provisions of the present law governing the auditor's office of the Philip- 
pines were drafted by very competent men in the early days of American occu- 
pation such as William Howard Taft, now Chief Justice of the Supreme Court, 
were considered very carefully, and have worked satisfactorily for many years . 

The committee will realize the danger of making unnecessary changes in the 
laws of a country. Changes produce unsettlement in the performance of the 
duties of administrative officials and uncertainty in the relations between such 
officials and private citizens. Certainly no changes ought to be made in our 
laws unless such changes are really needed. 

The excellent character of the substantial provisions of existing laws governing 
the auditor's office is fully recognized by those who are advocating the passage 
of this new legislation when they say that their intention is not to introduce 
any changes in the present system but simply to clarify the powers already 
conferred upon the auditor. 

But if there is no need for changes in the system now, is there any necessity 
for ciarifieation? In all these years, since the beginning of American occupation, 
the records show only two cases in which confficting interpretations regarding 
the powers of the auditor have seriously arisen. And in the more important of 
these two cases, namely, the Inchausti case, a writ of certiorari has been granted, 
thus insuring opportunity for review by the highest court of the United States. 

It will not be denied that in the American system it is the peculiar province 
of the courts to interpret the law. The highest court of the Philippine Islands, 
the members of which are appointed by the President of the United States with 
the consent of the American Senate, has passed upon the powers of the auditor 
in this particular case. The auditor questions this interpretation of the court. 
The matter having been brought before the Supreme Court of the United States, 
the insular auditor will have the fullest opportunity to present his side of the 
case, but before the highest court of the land has made a final interpretation of 
the meaning of those laws, changes in the way of clarification are presented to 
Congress. 

If this body passes the bill at this time it would in effect take sides in the 
confficting interpretations of the powers of the auditor upheld, respectively, by 
the Supreme Court of the Philippine Islands and the insular auditor himself. 
It would sit in judgment before the case has been finally concluded. If the 
Supreme Court of the United States reverses the decision of the Philippine court 
the action taken by the Congress of the United States would have been proved 
to be unnecessary. If, instead of reversing the decision of the Philippine Su- 
preme Court, the United States Supreme Court should affirm it and Congress is 
not satisfied with the law as construed by the courts, then that would be the 
time to consider whether changes should be made. 

It must not be forgotten that this bill has not been requested by the Philippine 
government. No official recommendation that we know of has come from the 
Governor General of the Philippine Islands. The chief financial officer of the 
Philippine government, the secretary of finance, and other administrative officials 
whose duties would be affected have not had an opportunity to express their 
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views. The Philippine Legislature has not initiated this measure and is not even 
Informed about its provisions. And yet it would affect very greatly the manner 
dn which the government functions and the autonomy which has already been 
conferred on the Filipino people not only in legislative but also in administrative 
matters. 

Regarding the Supreme Court of the Philippine Islands, as has been already 
stated, its members are appointed by the President of the United States with the 
consent of the Senate. Americans compose the majority of its membership. 
Such men as Chief Justice William Howard Taft have praised the uprightness of 
this high tribunal and the character and legal ability of its members. The Wood- 
Forbes mission, in its report, found that the supreme court enjoyed ''the respect 
^nd confidence of the Filipino people.'' Not a word of criticism against our 
highest tribunal of justice can be found in this or any other authoritative report. 

THE BILL CONTAINS OBJECTIONABLE PROVISIONS 

This bill increases without justification, to our way of thinking, the powers of 
the auditor. Such extension of authority covers both administrative and judicial 
functions — administrative in the sense that it gives power to control decisions 
^entrusted by existing law to other administrative officials; judicial in the sense that 
the bill makes his decisions final and conclusive. 

This unjustified extension of powers was partially recognized by the advocates 
of the measure when they introduced their amendment giving the courts jurisdic- 
tion over claims already decided by the auditor. But that particular defect 
remedied, there still remains that extension of powers in the administrative sphere 
which would give him jurisdiction over the refund of customs or internal revenue 
taxes ''erroneously or illegally collected" — a jurisdiction which is vested under 
existing laws in the collector of customs and the collector of internal revenue . 
This would convert the customs and internal revenue bureaus into mere agen- 
cies of the auditor's office. Such complete reorganization of the Philippine ad- 
ministrative and financial system could hardly be contemplated by Congress. 

The laws governing the customs service and the internal revenue office were 
drafted by highly competent American officials with the assistance of Filipinos. 
They have been in operation for many years. The administrative machinery for 
their execution has worked most successfully. If jurisdiction over matters per- 
taining to these services is given to the auditor in the form of direct administration 
or simply supervision, the result would be either inefficiency or duplication of 
work and additional and unnecessary expenses. That our bureau of customs 
and internal Revenue have been run with efficiency by competent men who 
have been in our civil service for many years is unquestionable. The depart- 
ment of finance which supervises these bureaus also has a very able and efficient 
chief, who has risen from the ranks of the service and whose ability is recognized 
by all those who have been in contact with the administration of our govern- 
ment. To subject the decisions of the collector of customs and the collector of 
internal revenue to review b}^ the insular auditor or to take away from them 
powers which they possessed since the beginning would certainly be a reflection 
on the record of these faithful and efficient public servants. 

Under the proposed law, in addition to the specific powers granted to the 
auditor, it is provided that he should exercise powers which are now or which 
may hereafter be conferred upon the Comptroller General of the United States. 
This provision means the extension to the Philippines of present and future legis- 
lation regarding the powers of the Comptroller General even though such legis- 
lation is, as it will be, determined by circumstances in the United States which 
may or may not exist in the same extent or to the same degree in the Philippine 
Islands. The same case would hold true in the amendment to extend legislation, 
present and future, regarding the jurisdiction of the Court of Claims and of 
^Customs Appeals to the Philippines. And, if these and future changes are made 
without the indorsement of the Philippine Legislature, every one of them would 
be a violation of the autonomy granted by the United States. 

The creation of new positions and the increase of salaries provided for in this 
bill are unwarranted. The proposed salaries of the auditor and his assistants 
would give them compensation entirely disproportionate to that received by 
other officials of the Philippine government holding correspondingly important 
or even more important positions. This provision will dispose of Philippine 
public funds raised out of taxes paid by the Filipino people without the consent 
of their representatives. It will also give rise to a general demand for salary 
Increases which will seriously affect the finances of the government. 
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In the proposed amendment it is provided that the auditor shall appear and 
defend the government of the Philippine Islands in suits involving claims pre- 
sented to the courts. This is certainly an extraordinary step, which together 
with the other provisions, would give the Insular Auditor powers and respon- 
sibilities pertaining to the chief financial officer of the government, the chief of 
the auditing department, and the chief of the legal department. 

EVEN IF ITS ENACTMENT WERE NECESSARY AND ITS PROVISIONS ARE SATISFAC- 
TORY, WE DO NOT BELIEVE IT IS ADVISABLE TO PASS THIS LEGISLATION DURING 
THE PRESENT SESSION 

The bill is an amendment to our constitution. If enacted into law its pro- 
visions can not be modified by the Philippine Legislature. Any amendment 
to the constitution of any country passes usually through many stages, the most 
important of which is approval by the people or their representatives. In the 
case of the Philippine Islands, greater care would be needed because the amend- 
ments to our constitution are handed out to us by the Congress of the United 
States. Our present organic act was the result of careful consideration and was 
agreed upon between the American and Filipino peoples. We have, as President 
Roosevelt said in 1908, a ^'constitutional government.'' The main principle of 
constitutional government is that it is based on an understanding between those 
who govern and those who are governed. But if this bill is passed at this session 
of Congress, it would mean a departure from this principle. And it would be a 
change in our constitution, a change in the manner in which we are governed 
without the full knowledge or consent of those who will thereby be ajffected. 

If we may be permitted, we wish to submit to the committee that, in our judg- 
ment, the times do not call for mere adjustment of the different cogs of our 
governmental machinery, but for definite action on the fundamental phases of 
the Philippine problem. To that end we presented our memorial at the beginning 
of the present session. Favorable consideration of the issue raised in that 
memorial is what the Filipino people expect from the wisdom and high sense of 
justice of the Congress of the United States. They are far from expecting un- 
justified changes which may be forced upon them, and, least of all, changes which 
represent backward steps in their government, a reflection on the record of their 
officials, disposal of the funds in their treasury without their consent, additional 
and unnecessary expenditures, and a reorganization of their government neither 
desired by them nor called for by existing conditions. 

Respectfully submitted. 

Sergio Osmena, 
Special Representative, Philippine Legislature. 

ISAURO GaBALDON, 

Resident Commissioner, Philippine Islands. 

Pedro Guevara, 
Resident Commissioner, Philippine Islands. 

The Chairman. Do you want to supplement that statement 
with anything else? 

Mr. Osmena. There are one or two gentlemen here I should like 
to have you hear. 

Mr. TiTUESTON. Could I ask the gentleman, first, this question? 
Do you understand that at the present time, under the law of our 
United States, our customs officials do not have the authority to 
make refund ? 

Mr. Osmena. They have the power to deal with custom taxes. 
If the party concerned is not satisfied with the decision, they go 
to the board of appraisers in New York and then to the Court of 
Customs Appeals. 

Mr. Thukston. Do you not feel that in dealing with the customs 
some other machinery should be provided in relation to refunding 
collections, rather than to just leave it vested in the person where the 
authority now is ? 

Mr. Osmena. We believe that the present system in the Philip- 
pines is very good. It has been there for many years, and has been 
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satisfactory. Of course, in case the party affected is not satisfied 
with the decision of the collector; he can go to the courts, and if the 
Government is not satisfied the secretary of finance can have the case 
taken to the courts. 

Mr, Thurston. Is it not the present practice for the courts to 
make the refund '? 

Mr. OsMENA. No, the courts only decide customs cases on appeal. 

Mr. Thurston. Is it not open to a very pernicious practice to 
allow the collector authority also to be a reiunding authority? 

Mr. OsMENA. That is only done in cases where duties are paid 
erroneously, after public hearing and subject to judicial determination 
in case of appeal. 

Mr. Thurston. Do you not feel in any respect that it would be 
better to have additional machinery to go on through the Court of 
Claims? 

Mr. OsMENA. So far as I know, the present arrangement is satis- 
factory. Of course, there is always a place for improvement, but 
in the Philippines, since the beginning, they have never had any 
trouble with the working of these laws. If it is shown to us that it 
is better to make changes, we would willingly do it ourselves. 

Mr. Thurston. Not in regard to this bill particularly, but do you 
not feel that it would be better to have a procedure provided so that 
you would have other agencies of your government check refunds ? 

Mr. OsMENA. We think we have it now. Of course, this is the 
procedure : Supposing you go to the customs service and pay your 
duty and the assessment is unsatisfactory to you, you are obliged 
by the law to pay the tax and protest. 

Mr. Thurston. But say that I pay it and ask for a refund, and 
the collector agrees that I should have it. He pays it back without 
any supervision of any of your other public officials. Is not that 
true? 

Mr. OSMENA. No. 

Mr. Thurston. Do you not feel that your government and your 
people are entitled to supervision over these funds by some other 
person, other than your collector? 

Mr. OsMENA. Well, of course, if the collector is not doing his duty, 
he ought to be removed; biit while he is doing that we see no reason 
for very many checks. 

Mr. 'Ragon. At the present time, as Mr. Thurston states, suppose 
the collector of customs makes a refund. What he suggests is that 
someone check the collector of customs up. Under the present law, 
if I understand it, the minister of finance can check the collector of 
customs if he wants to? 

Mr. OsMENA. Yes. 

Mr. Ragon, And, on the other hand, if the claimant is not satisfied, 
he can likewise take his appeal? 

Mr. OsMENA. Yes, his action is not really final except when the 
party affected or the secretary ol finance is satisfied with the decision, 
because there is a certain period within which appeals can be taken 
into the courts. 

Mr. Ragon. When money is covered into the Treasury of the 
United States, we usually have a line of procedure so that all the 
claims and refunds have been carefully scrutinized, aid the agency 
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of the Government receiving the funds does not have the authority 
to pay them out without using that procedure. 

Now, on the question of customs, deciding whether or not a refund 
should be paid, that might involve a technical state of facts that 
nobody but a customs collector might be familiar with. Is that not 
correct ? 

Mr. OsMENA. Yes. 

Mr. Kagon. Nov/, in the United States, if I understand the pro- 
cedure correctly, we take it to our customs collector first. As to 
the finality of his decision I do not know, but my impression is he 
can make a collection and then either side can go to the Court of 
Customs Appeals. 

Mr. OsMENA. To the Board of Appraisers. 

Mr. Ragon. And then to the court? 

Mr. OsMENA. And then to the Court of Customs Appeals. 

Mr. Ragon. Under the present law of the United States suppose 
that both sides are satisfied with the decision of the collector of 
customs. What becomes of that claim? 

Mr. OsMENA. It is settled. 

Mr. Ragon. It is settled? 

Mr. OsMENA. That is my impression. 

Mr. Ragon. Major, can you give us light on that? 

Mr. Milligan. As I understand it, the decision of the court has 
not been rendered on the position of the auditor. 

The Chairman. And it will not be tried for a year yet. 

Mr. Milligan. I think that we ought to wait for that decision. I 
move that we postpone hearings on this bill until the next session of 
Congress. 

The Chairman. I" wish you would not make that motion now. 
There are not enough members of the committee here. We did not 
propose to take any action to-day. I prefer to have that motion made^ 
in executive session. 

Mr. Milligan. Why in executive session? 

The Chairman. Because we have not a quorum present. 

Mr. Milligan. And possibly someone would make the point of 
no quorum? * 

The Chairman. That point could be made now. 

Mr. Beedy. Before you go on with that, a very interesting question 
has been asked which to my mind is pertinent. The only thing that 
has been troubling me is whether it is the duty of the minister of fin- 
ance in the Philippines to keep a check on the action of the collector 
of customs in the Philippines. Assuming that the present collector 
of customs in the Philippines is a very honorable, faithful public 
official and, intending no reflection upon him, I can see how, if it is 
not the duty of somebody to investigate the facts in each return of 
customs duties once collected, a collector of customs might work, 
great injury to jour people. 

Now, I had assumed that in the United States no return of collec- 
tions could be made by any one ofiicer and that that would end the 
matter, but that in all those cases where money once collected in 
customs has been returned and refunded the facts must be checked 
by some other official so that our Government could not be in any way- 
defrauded. 
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Now, the question has been asked of the Major whether^ if a com- 
plaint is filed here with the customs collector and a demand made for 
the return of money claimed to have been illegally paid, that money 
can be returned and that that ends the matter and there is no check 
on it, and the Major has not answered that question. 

Major Hedrick. I am not sure about the system as it now is. 

Mr. Beedy. To my mind we might as well not go any further, 
because, so far as I am concerned, unless I know what the situatioxi 
is here I do not want to take any action down there, and let me say 
this, that if we are going to make a change we had better change our 
own laws first before we set somebody else's house in order. 

Major Hedrick. I just wanted to state that I think your theory 
certainly must be correct, because formerly we had our commissioner 
of customs who was in fact a comptroller, though not in name, and he 
passed on all of these refund cases just as the Comptroller General 
does on other claims. 

Now, v/hen that office was abolished and when Comptroller General 
McCarl came in, he demanded from the collector of customs reports 
of all their refunds so he could check them over and they refused to 
give them to him, and 3^ou have a sort of a tie-up in your situation 
there and I am not just certain how it is being handled now. 

Mr. Beedy. I can not conceive of any government administered on 
a business basis that would permit one man to collect money and 
return it whenever he wanted and not have aa^v other public oflEicial 
have any say about it, with no duty imposed upon some other public 
official to make a specific investigation of every claim for return of 
customs. I think there must be some check. 

Major Hedrick. I think you will find there is some check, but 
I am not familiar with it. 

Mr. Williams. Is there anything else? 

Mr. Ragon. I sat here this morning without a quorum in order to 
expedite matters. I want to hear these bills, but I do not want to 
take time away now from a bill in the House, the agricultural bill^ 
that is very important. 

Mr. Williams. I am willing to come back to-morrow or the next 
day or any time that the chairman wants me to. 

Mr. MiLLiGAN. I will renew my motion. 

The Chairman. To adjourn? 

Mr. MiLLiGAN. No; to postpone hearings until the next session. 

Mr. Ragon. I am not trying to delay the hearings one way or the 
other. 

The Chairman. We can not entertain that motion. We will 
have to raise the point of no q[uorum. I think it would be better, in 
order to settle the proposition, to adjourn until to-morrow, but 
to-morrow we would like to take up this Porto Rican bill and take 
action on it. 

Mr. Ragon. Would you care to set a date when we can hear all 
these fellows ? 

The Chairman. I think we had better say that we will meet to- 
morrow at 10.30 and consider this Porto Rican bill and there will be 
no hearing on this bill to-morrow. 

Mr. Milligan. I would like to know what the status of my motion 
is before we go. 
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The Chairman. As to jour motion^ if you insist on making it, we 
will have to insist on a point of no quorum. 

Mr. MiLLiGAN. Who is going to raise it? 

The Chairman. I am, but I hope you will not make that motion 
because these gentlemen have not all been heard on this matter. 

Mr. Milligan. I think it should be laid over until the next session 
of Congress. 

The Chairman. Some of these people are going back to the 
Philippines. That is not in their interest, to say that they should 
not be heard. 

Mr. Milligan. I did not say that; I said they ought to be heard 
later. 

The Chairman. We will fix the time later. 

Mr. Ragon. There is another thing I want to take up, although 
we have not many here, but I want to get the sense of this com- 
mittee on it. 

The Chairman. Do you want this to go into the record? 

Mr. Ragon. Yes. It is what our committee's attitude on the 
Wainwright bill is. 

The Chairman. We can consider that to-morrow. 

Mr. Ragon. I would like to have that included among the things 
to be heard to-morrow, and I would like either to have the chair- 
man have Mr. Wainwright over here or invest me with authority 
to call him. 

The Chairman. You can ask him to come over here, and if be 
will come at 11 o'clock, or something like that, we will be able to 
hear him. We will have the meeting start at 10.30 and begin on 
the other proposition. 

Mr. Ragon. May I delay you for just two minutes? Here is the 
way I view this bill here. There is not a man around this table 
who does not want to do the best thing for the situation over there, 
and I do not care who he is, but it is a case of struggling in the dark 
in many instances in connection with this bill. I can think of a 
dozen other things that have been proposed one way or another by 
the Filipinos on one side and by the governor general on the other, 
and this committee ought to know the ultimate facts. There is 
only way by which we can get them, and that is by having a com- 
mission go over there and get in touch with the first-hand knowledge 
and also to discriminate between propaganda and real facts. 

I think that I have studied as much so as any man in this Congress 
the question of the Philippine Islands. I have studied every report 
that I could get, but I still do not get a concrete view of the Philippine 
Islands. So far as I am concerned, I think I will go there this summer^ 
but not on any commission, and I am not urging this in order to 
get an opportunity to go on a government expedition, but I do think 
that we ought to provide for a commission of the House and Senate, 
the body of the government which is charged with the first respon- 
sibility over the Philippine Islands, to go over there at stated inter- 
vals. 

I believe there is such a suggestion in the Wainwright bill, and that 
is the reason I suggested we have a bearing on that bill, although the 
chairman has indicated that that can be heard to-morrow. 

The Chairman. It was my intention to have hearings on it, and 
the only thing that has postponed it is because of the fact that the 
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Porto Rican aBd the Philippine people wanted to be heard on their 
hill and our time is limited, but I think we can do that to-morrow. 
I do not think there is any opposition particularly to the Porto Rican 
bill. 

Mr. MiLLiGAN. Regular order, Mr. Chairman. 

The Chairman. Does some one make a motion to adjourn? 

Mr. MiLLiGAN. No; I have a motion pending. I want some one to 
make a point of no quorum. 

The Chairman. I make it. 

Mr. MiLLiGAN. And I think I shall insist on a quorum hereafter. 

The Chairman. There ought to be a quorum here, and if you can 
get a quorum together you will please the chairman very m.uch. 

Mr. MiLLiGAN. Well, we want to act. 

The Chairman. We are just listening to-day. 

Mr. MiLLiGAN. Well, we want to listen, too, but we can not even 
listen, as I understand it. 

The Chairman. We will now adjourn until to-morrow at 10.30. 

(Whereupon, at 12.10 o'clock p. m., an adjournment was taken 
until Tuesday morning, May 11, 1926, at 10.30 o'clock a. m.) 



House of Representatives, 

ComxMittee on Insular Affairs, 

Friday, May PA, 1926. 
The committee met at 10.30 o'clock a. m., pursuant to call of the 
chairman, Mr. Kiess (chairman) presiding. 

The committee had under consideration the bill (H. R. 11617) to 
amend and clarify existing laws relating to the powers and duties of 
the auditor for the Philippine Islan ds, as follows : 

[H. R. 11617, Sixty-ninth Congress, first session] 

A BILL To amend and clarify existing laws relating to the powers and duties of the auditor for the Philip- 
pine Islands 

Be it enacted by the Senate and House of Representatives of the United States of 
.America in Congress assembled, That sections 24 and 25 of the act entitled ^'An 
act to declare the purpose of the people of the United States as to the future 
political status of the people of the Philippine Islands, and to provide a more 
autonomous government for those islands/ 'approved August 29, 1916, as amended, 
are amended to read as follows: 

''Sec. 24. There shall be appointed by the President an auditor, who shall 
examine, audit, adjust, decide, and settle all accounts and claims for or against 
the Philippine government pertaining to, or growing out of, the revenues and 
receipts from whatever source of the Philippine government and for or against 
the provincial and municipal governments of the Philippines, including refunds 
of taxes and customs, public trust funds and funds derived from bond issues; 
and shall examine, audit, adjust, decide, and settle, in accordance with law and 
administrative regulations, all accounts and claims for or against the Philippine 
government growing out of the expenditure of funds or property pertaining to 
or held in trust by the government or the provinces or municipalities thereof; 
and shall perform like duties to those hereinabove described in respect of all 
accounts and claims for or against all government branches, and shall examine 
and audit the accounts of all corporations in which said government shall have 
.an interest. 

"All such adjustments, decisions, and settlements of the auditor shall be final 
and conclusive and shall never thereafter be reopened or considered except as 
specifically provided in this act. The auditor shall, except as provided in this 
act, have like authority as is now or may hereafter be conferred by law upon the 
^General Accounting Office under the direction of the Comptroller General of the 
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United States. He shall keep the general accounts of the government and 
preserve the vouchers and other papers pertaining thereto. 

^'It shall be the duty of the auditor to bring to the attention of the proper 
administrative officers expenditures of funds or property which in his opinion 
are irregular, unnecessary, excessive, or extravagant. 

''The administrative Jurisdiction of the auditor over, accounts, whether of 
funds or property, and over all vouchers and records pertaining thereto, shall be 
exclusive. He shall from time to time make and promulgate general or special 
rules and regulations not inconsistent with law prescribing the method of account- 
ing for public funds and property and funds and property held in trust by the 
government or any of its branches, its provinces, or municipalities, and he shall 
have like jurisdiction and authority in respect of the method of accounting of 
all corporations in which the government owns an interest. 

''Any officer accountable for public funds or property may require such reports 
or returns from his subordinates or others, as he may deem necessary for his own 
information and protection. 

"As soon after the close of each fiscal year as the accounts of said year may be 
examined and adjusted the auditor shall submit to the Governor General and the 
Secretary of War an annual report of the fiscal concerns of the government, 
showing the receipts and disbursements of the various departments and bureaus 
of the government and of the various provinces and municipalities, and shall 
also make a similar report of his examination and audit of the fiscal concerns of 
all corporations in which the government owns an interest; and shall make such 
other reports as may be required of him by the Governor General or the Secretary 
of War. 

" The office of the auditor shall be under the general supervision of the Governor 
General and shall consist of the auditor, two assistant auditors appointed in the 
same manner as the auditor, and such necessary employees as shall be prescribed 
by law. One of the two assistant auditors shall be learned in the law. The 
assistant auditors shall sign such official papers and perform such other duties as 
the auditor may prescribe, and in event of the death, resignation, disability from 
whatever cause, or absence of the auditor from the jurisdiction, the Governor 
General shall designate one of the assistant auditors to act as auditor and to have 
charge of such office. 

"In the execution of their duties the auditor and the assistant auditors are 
authorized to summon witnesses, administer oaths, and to take evidence, and, in 
pursuance of these provisions, may issue subpoenas and enforce the attendance of 
witnesses, as provided by law. 

"Sec. 25. That any person aggrieved in respect of his account or claim by any 
action or decision of the auditor may, within ninety days, take an appeal in writing 
to the Governor General, which appeal shall specifically set forth the particular 
action or decision of the auditor to which exception is taken, with the reasons 
and authorities relied upon for reversing such action or decision. 

"If the Governor General shall confirm the action or decision of the auditor, 
he shall so indorse the appeal and transmit it to the auditor; and such action or 
decision shall thereupon be final and conclusive, and shall never thereafter be 
reopened or considered except as specifically provided in this act. Should the 
Governor General fail to sustain the action or decision of the auditor, he shall 
forthwith transmit the appeal to the Comptroller General of the United States, 
together with his grounds of disapproval and the papers necessary to a proper 
understanding of the matter. The decision of the Comptroller General of the 
United States in such case shall be final and conclusive, and shall never there- 
after be reopened or considered except as specifically provided in this act.'' 

Sec. 2. Section 29 of such act, approved August 29, 1916, as amended, is 
amended by striking.out "auditor, $6,000; deputy auditor, $3,000," and inserting 
in lieu thereof "auditor, $10,000; assistant auditors, $6,000 each.'' 

Sec. 3. There is hereby conferred upon the Court of First Instance in Manila, 
with right of appeal as in other cases, the same jur^idiction to hear and determine 
claims against the government for the Philippine Islands as that now or which 
may hereafter be conferred on the Court of Claims and the Court of Customs 
Appeals to hear and determine claims against the United States : Provided^ That 
no suit shall be brought against the government for the Philippine Islands on 
any claim which shall not have been presented to the insular auditor at least 
three months prior to the date of institution of such suit : Provided further, That 
copies of the petitions shall be served on the insular auditor, who shall appear 
and defend the government for the Philippine Islands: And provided further ^ 
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That no judgment against the Philippine government shall be paid until it shall 
have been reported by the minister of finance to the Philippine Legislature and 
a specific appropriation to pay same shall have been made. 

The Chairman. Gentlemen, we only have one other bill that the 
committee is considering, and that is the bill relating to the Philip- 
pine auditor, and I have asked Mr. Davis, Secretary of War, to come 
before the committee and to make a statement as to the advisability 
of passing this legislation, and I am. sure the Secretary will be glad to 
answer any questions of m^embers of the com^mittee. 

STATEMETfT OF EOISr. DWIGHT F. DAVIS, SECEETAEY OF 

WAR 

Secretary Davis, Mr. Chairman and gentlemen, I want to ex- 
press my appreciation of your courtesy in allowing me to come up 
a little later this morning, as I had a Cabinet meeting earlier. 

At the chairman's suggestion I will make a very brief statement 
along broad general lines. At his request I have asked General 
Mclntyre and Mr. Hedrick to come up with me, as they are familiar 
with the details of the bill. 

Congress when it originally provided for the government of the 
Philippine Islands evidently intended to safeguard particularly the 
question of expenditures. That is very evident from the hearings 
and from the care with which they drew up the provisions relative 
to the expenditures in the islands. They provided for this in two 
ways: First, by establishing, as far as it was applicable to the con- 
ditions in the isLands, the general system of accounting which ex- 
isted in this country, and, secondly, by providing for a presidential 
appointee in the person of the auditor to carry out this provision. 
They evidently went on the theory, which I think has always been 
accepted in this country, that the accounting of disbursing and 
settlement of claims, etc., should be done by a difl'erent official from 
the official who actually contracted the obligation. 

The principal change, as I see it, that they made at that time from 
the conditions existing here was that the auditor passed upon those 
matters before the payment of the claim, rather than after, as is done 
in this country, and it seems to me that is preferable to our system. 
I suppose it could not be done here on account of the tremendous 
mass of business. It seems to me that the idea is really better than 
the system as carried out in this country. 

Recently there has come up a question as to what the Congress 
actually intended in the language it used in the establishment of 
the office of auditor. The Supreme Court of the Philippine Islands 
in some recent decisions, which are now before the Supreme Court 
of the United States, and particularly in some dicta in connection 
with those cases, seems to feel that the auditor has not the powers 
which we have always felt that he had under the law, and these 
cases are brought up on the details of the auditor's powers rather 
than on the whole question. In other words, they do not take up 
the whole question as to his powers, but even if they are decided, 
they are only decided on certain details as to those powers. The 
question is very largely what Congress intended when it established 
this position, and what powers it actually gave to the auditor, 
and one of the purposes of this bill, as I understand it, is to clarify 
that question. The decisions of the Supreme Court here will not 
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clarify the whole situation, as I see it. That will only clarify it as 
to certain details, but there does apparently exist this question as 
to what Congress actually intended in giving the auditor these 
powers. 

It seems to me it is very important to have these two conceptions 
clarified because wherever you have a question of that sort, par- 
ticularly between the Supreme Court of the Philippines, made up 
of a majority of Filipinos, and between American ofRcials, there is 
always the possibility and probability, you may say, of irritation, 
and naturally it is highly desirable to have the language and powers 
set forth in as clear-cut a way as possible in order to remove as far as 
possible the possibility of irritation and friction. 

This general accounting system has worked successfully, I think, in 
this country for more than a century. It has worked successfully in 
the Philippines and the principal point, it seems to me now, is that it is 
desirable to clarify the whole question and to state just what Congress 
intends the auditor to do. Is he to be merely an accountant or is he 
to be an auditor with the powers analogous to those of the Comptroller 
General of this country^ We have always felt that he had the proper 
powers, and that that is what Congress intended, but that interpreta- 
tion is now in question due to these decisions of the Supreme Court, 
and particularly to some of the dicta in the case. 

Another change which is made in the bill is the question of the sal- 
ary of the auditor. That is a change more in the method of paying 
the salary than in the actual amount. The auditor now gets $3,000 
in his capacity as auditor and he is also paid $4,000 for the work 
which he does for the Philippine National Bank. That gives him 
a total of $10,000. The only question it seems to me on that is 
whether the bill is properly worded to see that he does not get both 
salaries; in other words, if you gave him a salary of $10,000 you 
would not probably, I imagine, want to give him the $4,000 that he 
gets from the Philippine National Bank, and if there is any question 
on that point I think it would be well to clarify that by an amend- 
ment now to make certain. 

This question of salary of the auditor has been up for many years. 
It came up originally, as far as I know, under Secretary Baker in the 
Wilson administration, and he recommended that there should be an 
increase in the salary of the auditor. In fact, I think he had great 
difficulty in getting an auditor under the salary as set out in the bill. 
If I am not mistaken, I do not believe he made the appointment 
himself, as it was toward the end of his term. He did employ under 
contract a manager of the Philippine Bank, I think, at a salary of 
$30,000 to start the bank, but I believe the president auditor origi- 
nally went out there in some capacity with the bank at a salary of 
$10,000. Secretary Baker at that time recommended to Congress 
an increase in the salary, I think, to this same sum of $10,000. 

Secretary Weeks had a good deal of difficulty also in connection 
with getting an auditor and he felt very strongly that the salary 
should be increased to $10,000 and this provision of having two sala- 
ries was finally worked out, so the auditor at present does get $10,000, 
although not directly provided for in the bill. So it seems to me it 
would be wise to clarify that situation and put it on the better basis 
of having the actual salary set forth in the bill, with the wording 
perhaps, that this would be the only salary that he receives, so as to 
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remoYe any possible ambiguity as to any salary from the national 
bank. 

The other new thing in the bill is the question of the right of the 
claimant to sue the Phihppine Government, in giving the court of 
first instance the powers which are given to our "Court of Claims under 
our system. That is a new thing, but the Philippine Legislature 
itself tried to pass a similar bill, which I believe was nullified by some 
of the wording, also of Section 2, which more or less nullified the pro- 
vision of the bill. It seems to me it safeguards in every way their 
rights because it gives an appeal to the Philippine court, the court of 
first instance. The legislature would have to act in order to make an 
appropriation to carry out any claims that were awarded. 

I believe that one of the very important features aside from the 
increase in the salary of the auditor, which is highly desirable, as it 
is very diflicult to get good men to take these positions, giving up their 
positions in this country — is to clarify the situation there as to the 
powers of the auditor, and to remove any possible source of irritation 
from this particular office. 

It is always a difficult proposition, as you know, where American 
officials are dealing with courts or legislative bodies in other countries, 
and we should remove any possible source of irritation and friction 
that we can. You all know that we have a certain amount of 
friction constantly between the legislature and the go vernor general as 
to the distinction, between their powers, and there has now recently 
arisen this question as to the powers of the auditor. If we can 
clarify through legislation the desires of Congress as to what they 
wish their auditor to be, I believe it to be highly desirable in the 
interests of the whole situation. 

Mr. Chairman. I believe that is all I care to say in a direct state- 
ment. 

The Chairman. Mr. Ragon, have you any questions that you 
desire to ask? 

Mr. Ragon. I would like to ask the Secretary one or two questions. 
Mr. Hare. There is one question that has bothered me, and that 
is with respect to page 5, to strike out the words ^^Auditor, six thous- 
sand dollars,^' and ^^ three thousand dollars,'^ and insert in lieu thereof 
^^ Auditor, ten thousand dollars, and assistant auditors.'' I wonder 
if there is any limitation as to the num^ber of assistant auditors. 

Secretary Davis. Yes, and on page 4, line 9, of the provision - 

Mr. Hare. This is the section that is referred to as section 2, on 
page 4? 

The Chairman. Yes; we amended that. 

Mr. Knutson. One of the assistant auditors under this bill would 
be an attorney. 

Mr. Ragon. Mr. Secretary, as I understand you, this bill as you 
construe it is simply to clarify the existing law that they have there 
now? 

Secretary Davis. I think it does not give any additional powers 
unless in one case the Supreme Court should decide, that is in the 
Inchausti case, where the decision of the Supreme Court of the 
Philippine Islands was corrected. In that case it would give him 
powers which we have felt along that he had. 

Mr. Ragon. If the Supreme Court heard the case of Inchausti, or 
whatever it is called — that is, if it refers to the Supreme Court of the 
Philippine Islands — why would that not clarify the act? 
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vSecretary Davis. That would clarify it as to that one particular 
pointy but there are many other points that can not be brought up. 

Mr. Ragon. It simply establishes the power of the auditor that is 
there involved in it, and not limited itself to individual cases? 

Secretary Davis. No; the power of the auditor in one particular 
detail only, but there could be a succession of suits brought as to 
other powers in connection with the auditor, all of which could be 
brought and awarded to the Supreme Court, and you would have an 
indefinite amount of litigation. 

Mr. Ragon. Then you do not think the decision in this case would 
have much effect ? 

Secretary Davis. It would have effect as far as it goes, but it does 
not take in the whole powers of the auditor. Even if the decision of 
the Supreme Court overruled the decision of the Supreme Court of the 
Philippine Islands on that one point, there could still be a succession 
of suits and other points relating to the powers of the auditor which 
were in conflict with the whole situation and delay a final decision 
for many years. 

Mr. Ragon. Would this decision here serve as a precedent for all 
of them ? 

Secretary Davis. I do not believe so. I think from a legal stand- 
point — I do not know whether you are a lawyer, but you know 
lawyers can bring a succession of suits on small points and there is 
constant friction and irritation, which I am afraid would continue. 

Mr. Ragon. Now, the question in my mind on this is — and I am, 
laying this foundation as a basis for another c[uestion — as to whether 
a.t this time we ought to enact this legislation. We have that Su~ 
preme Court action pending here and now here is another element 
that enters into it. The Thompson Commission is going over there 
to make a survey of the islands and I assume they will go physically 
into the islands. Suppose they want to make some recommenda- 
tions ? Now, we have a commission that has been voted out of this 
committee here that will go next year. Suppose they wanted to 
make some recommendations as to the existing policies that govern 
and are maintained in the Philippine Islands, might it not run into 
some contradictions here? It is just a question in my mind whether 
we ought to do it at this time. What do you think of it with refer- 
ence to that, the Supreme Court decision, as to the Thompson com- 
mission and the congressional commission? 

Secretary Davis. The Supreme Court decision, I think, will deal 
only with one feature of this matter. Your action, if you take this 
action, would clarify even that situation regardless of the decision of 
the Supreme Court. In other words, if the decision of the Supreme 
Court affirms the decision of the Philippine Supreme Court, then 
your bill here would say that you intended the auditor to have these 
powers. If it does not affirm the decision of the Supreme Court 
then that settles that one particular ambiguity, if it is an ambiguity 
but only that one ambiguity. Mr. Thompson's visit might or might 
not go into the matter of recommendation as regards the auditor, but 
his recommendation would not be before you for another year or so, 
in a short session of Congress, and it is doubtful if anything would be 
done and you have a contiimation of this situation which may mean 
constant friction and irritation for another two or three years. If he 
does not go into this then you are in the same situation that you are 
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to-day. But every minute that you delay means the possibility of 
constant friction. 

Mr. Ragon. Have we ever had any trouble before except as to 
these cases here ? 

Secretary Davis. No, because the vSupreme Court of the Philippine 
Islands — at least no one has raised this question in the Supreme 
Court of the Philippine Islands, but with these decisions on their part 
and with the dicta in these cases, it seems to indicate that they favor 
cutting down the powers of the auditor; at least they feel that the law 
does not say what they think it does. The point is that you would 
certainly have encouragement for constant suits and increasing 
friction. 

Mr. Ragon. Then it is your idea that this Supreme Court decision 
here would affect only the powers of the auditor with reference to 
the collector of customs? 

Secretary Davis. Yes. 

Mr. Ragon. Now there is another feature of the bill. You give 
the auditor the power here to prosecute and to represent the Govern- 
ment there in all claims. Do you think it is proper to take that away 
from the department of justice of the Philippines and give it to the 
auditor? 

Secretary Davis. They have no claim department, as I understand 
it, in the department of justice as we have here. That is not estab- 
lished. The facts upon which any case is made, whether it is made 
by the attorney general or by the auditor, must necessarily come from 
the auditor's office, and in a sense it would be a duplication if the 
prosecution was done by the attorney general. You would have to 
go to the auditor anyhow. 

Mr. Ragon. He has to do it now at any rate, does he not? 

Secretary Davis. Who? 

Mr. Ragon. The attorney general. 

Secretary Davis. I suppose so; yes. I do not know exactly how 
that is. 

Mr. Ragon. He would have to. What is the reason for taking this 
away from him and putting it in the hands of some deputy auditor — 
that is what you are doing under this bill ? 

Secretary Davis. I think you would get better efficiency in the 
prosecution of suits because the facts must come from the auditor 
anyway, 

Mr. Ragon. But you are taking a deputy here, or an accountant, 
and giving him the power and the authority to supplant the man 
who is supposed to be at the head of a department. I want to know 
how you arrive at it, it would be more efficient under the manipulation 
of this deputy auditor thau by the attorney general of the Philippine 
Islands. 

Secretary Davis. In this particular Inchausti case I think the 
attorney general refused to prosecute. 

Mr. Ragon. That is a question that I wanted to ask you about, 
since you have brought it up that he refused; was the attorney 
general ever called on in that case ? 

Secretary Davis. That was my understanding. Have you any 
of the details as to that, General Mclntyre? 

General McIntyre. Yes, sir; you are correct about that. 

Mr. Ragon, The attorney general was called on. Well, the 
Governor General appoints that attorney general, does he not? 
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vSecretary Davis. Yes. 

Mr. Ragon. And he has the right to remove him. Now, why 
did not the Governor General remove him when he refused to prose- 
cute that case, if he w^as wrong? 

Secretary Davis. I do not know why it was in that particular case. 

Mr. Ragon. The Governor General has the right also to appoint 
the revenue or customs collectors, has he not? The Governor 
General appoints the collector of customs, does he not, and has the 
right to rem^ove him? He has the right to appoint the minister of 
finance. Now, this is just a question of policy with me from the 
point of view of our government, what is the use of taking this whole 
bunch of claims that naturally are numerous over there, out of the 
department of justice and putting them under a deputy auditor? 
That is what you are doing. What is the good reason for that? 

Secretary Davis. Your attorney general would have to go to the 
auditor anyway for his facts. 

Mr. Ragon. That is true; every lawyer has to go to some lawyer 
for his facts. The Attorney General here has to do that, Mr. Secre- 
tary, and I am just giving you my reactions to this — it looks to me 
as if you are absolutely demoralizing the department of justice over 
there. 

Secretary Davis. Well, I do not see that that would be the result 
\n this particular case. The auditor would be the representative. 

Mr. Ragon. Now the auditor comes up here for a decision on a 
claim, we will say; it may be a personal injury. He has the final say 
as to that claim. The man appeals that claim, and then you have this 
judge sitting there as a prosecuting attorney in your Court of Claims. 
Does that seem to you to be the right policy ? 

Secretary Davis. If you have your appeal, I think the man is 
perfectly safeguarded in his rights. 

Mr. Ragon. Does that look like the ethical thing to do, for the 
judge to be there as prosecuting attorney in a case that he is deciding? 

Secretary Davis. Yes; so long as you have an appeal to the courts. 

Mr. Ragon. Should he go into this other court as prosecuting 
attorney? Is that the attitude we want to be put in? 

^Secretary Davis. The attorney general would go in as the repre- 
sentative of the Government. ! 

Mr. Ragon. But he does not decide the case. 

Secretary Davis. But he is representing the Government. Both 
officials are representing the Government in the claim. 

Mr. Ragon. One representing it as the judge in determining the 
claim, and then if the man loses the appeal and goes into the court of 
appeals the judge would be there as prosecuting attorney? 

Secretary Davis. But he w^ould have no decision in the case. If he 
had the decision in the case I think you would be right, that is a man 
deciding an appeal from his own decision. 

Mr. Ragon. He would have under your bill. 

Secretary Davis. Not in the court of claims. That is the point.. 
The point is as to whether he forms his own decision. He does not. 

Mr. Ragon. But he prosecutes his own decision, or defends it, 
rather — defends his own decision. 

Secretary Davis. Well, so long as he has not the decision in the 
case. 

Mr. Ragon. I just call that particular matter to your attention. 
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vSecretar)^ Davis. In those cases in this country, if the Attorney 
General should have the decision in a certain claim, on an appeal 
from that decision he would prosecute that case in the court \ Now 
as long as the courts have the final decision and he did not have the 
decision, I do not see any difficulty there. If he had the decision on 
an appeal from his own case, I would agree with you. 

Mr. Ragon. I want to go with you on all these things but I cer- 
tainly can not do so in that respect. 

Secretary Davis. I think it is a question as to who has the final 
say. For instance, if on an appeal from me, as vSecretar}^ of War, I 
have the final decision of the case, I would say that would be wrong, 
but if on an appeal from my decision some court had the final say, 
I do not see but that the rights of the claimant would be protected. 

Mr. Ragon. Here is the point I M^as making. What was the 
necessity for the change from the department of justice in the Philip- 
pines that would bring about such a situation as that? 

Secretary Davis. I suppose it is the question of friction between 
the officials. 

Mr. Ragon. There should be no question of friction where the 
governor general has the appointing power and the removing power. 
The governor general ought to be able to control his men, and doubt- 
less does. 

Mr. Beedy. If I may suggest, Mr. Chairman, I think we are get- 
ting into a field where we should properly bring out the facts in execu- 
tive session and not in an open hearing. 

Secretary Davis. The reporter may cut out everything in regard 
to friction in the record. 

Mr. Ragon. Now, coming back again to the auditor there, as I 
remember from reading the hearings in 1919, General Mclntyre, and 
perhaps Secretary Baker, appeared before a committee, at which 
time Judge Stanner was the chairman, and asked for an increase of 
this salary. I remember Judge Stanner as chairman made the state- 
ment that he did not think it was the proper time, or something to 
that efiect; anyway Congress did not act on it at that time. 

Secretary Davis. Was that acted on by one of the Houses of Con- 
gress and not the other? 

General McIntyre. It passed the Seriate in 1922. 

Mr. Ragon. Mr. Secretary, I would like to ask you if the Philip- 
pine Legislature, after this Congress here refused to increase the 
salary, did not give him assistants in all those governmental cor- 
porations over there? 

Secretary Davis. I think so, and then he has this additional salary 
of $4,000 from the national bank. 

Mr. Ragon. They gave him assistants, though, in each one of 
those after Congress refused to increase that salary? 

Secretary Davis. I think so. 

Mr. Ragon. Now I will ask you if we did not also refuse to increase 
his salary \in the Philippine Legislature. 

Secretary Davis. Did that come up? This was before my time. 

General McIntyhe. As to the auditor, they never had authority 
to increase his salary. 

Mr. Ragon. How was it with regard to this $4,000 additional; 
was that done by your department, or on its recommendation or 
with its laiowledge? 

Secretary Davis. That was done by the Philippine Legislature. 

99592—26 4 
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General McIntyre. It was done through the board of control; 
that is, it was purely done out there. That was. done prior to the 
present auditor's going there. His predecessor received this $6,000 
plus the $4,000 from the bank. This auditor was under a special 
contract and he took over the auditorship in order that his salary 
would not be reduced. He was receiving $10,000, that is the $6^000 
plus $4,000. ' 

Mr. Ragon. General, I would like to ask you if that was done 
with the permission of the War Department here? 

General McIntyre. There was no specific provision but it was 
done with knowledge; we loiew that it was done. I may say that he 
himself wrote that he did not like that arrangement and preferred to 
have that salary. 

Mr. Ragon. What I am trying to get at is that it is not the purpose 
on anybody's part to give him this $4,000 additional if we give him 
what is provided in this bill. 

Secretary Davis. No, and I think it would be well to clarify that 
so as to insure that that should not be done. I should say that it 
would be a bad system to have the salary paid him indirectly in these 
two ways and I agree with you that it should be made clear that 
that is the only salary he gets. 

Mr. Ragon. Now, with reference to these two auditors, you give 
them two additional auditors. Do you think he needs both of these 
men ? 

Secretary Davis. I think so. The recommendation originally 
was for three. 

Mr. Ragon. If you should leave this in the Department of Justice 
over there you would do away with that auditing in the department, 
would you not? 

Secretary Davis. Do you mean the established change? 

Mr. Ragon. Yes. 

Secretary Davis. Well, I should think you might, yes. I would 
not say definitely because I do not know the detail work of the audi- 
tors, but I imagine they would have plenty of work to do even with- 
out that. 

The Chairman. You see thay have one assistant auditor in Porto 
Rico, which is a very much smaller proposition than the Philippines, 
and in this bill we have only provided for two. 

Secretary Davis. I thinK regardless of who shall prosecute the 
claim, there would be the need for the two auditors — two assistants. 

Mr. Ragon. There would be the need for two? Mr. Secretary I 
believe they get $6,000 a year. Who do you usually get over there? 
Do you get people living over there or people from this country for 
deputy auditors ? 

Secretary Davis. I think they are men who are over there. 

General McIntyre. The present assistant auditor is a very com- 
petent Filipino, the man under appointment now. In fact they have 
one auditor and one assistant. 

Mr. Hudson. Mr. Chairman, may I ask a question? Is it the 
purpose to report this bill out this morning ? 

The Chairman. I wanted to finish with the bill if possible. How- 
ever, as it is time for the meeting of the House, the committee will 
now adjourn until Monday morning at 11 o'clock. 

(Accordingly, at 12 o'clock and 5 minutes p. m., the committee 
adjourned until Monday, May 24, 1926, at 11 o'clock a. m.) 

X 
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THE PHILIPPINE ISLANDS 



House of REPRESENTATivESy 

Committee on Insular Affairs, 

Thursday J February S, 1927\ 
The committee met at 10.30 o'clock a. m., Hon. Edgar R. Kiess 
(chairman) presiding. 

The Chairman. The committee will come to order. I am glad 
to see such good attendance. 

(The committee then proceeded to the consideration of H. R. 16868* 
which is as follows :) 

[H. R. 16868, Sixty-ninth Congress, second session] 

A BILL To clarity and amend existing laws relating to the powers and duties of the auditors for the Phiiip- 
pine Islands, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United Slates of 
America in Congress assembled, That sections 24, 26, and 29 of the act entitled 
"An act to declare the purpose of the people of the United States as to the future 
political status of the people of the Philippine Islands and to provide a more 
autonomous government for those islands," approved August 29, 1916, as 
amended, are amended to read as follows: 

^'Sec. 24. That there shall be appointed by the President an auditor, whcjs- 
shall examine, audit, and settle all accounts and claims pertaining to the reveniieB 
and receipts from whatever source of the Philippine government and of the 
provincial and municipal governments of the Philippines, including trust funds 
and funds derived from bond issues; and audit, in accordance with law and admin- 
istrative regulations, all expenditures of funds of property pertaining to or held 
in trust by the government or the provinces or municipalities thereof. He 
shall perform a like duty in respect to all government branches, and all corpora- 
tions of which the government, or any province or municipality thereof, owns a 
majority of the capital stock. He shall keep the general accounts of the govern- 
nient and preserve the vouchers pertaining thereto. 

^'It shall be the duty of the auditor to bring to the attention of the proper 
administrative officer expenditures of funds or property which, in his opinion^,, 
are irregular, unnecessary, excessive, or extravagant. 

^' There shall be two assistant auditors appointed in the same manner as the 
auditor, one of whom shall be experienced in the examination, supervisioUj and 
liquidation of banking institutions. The assistant auditors shall sign such 
official papers as the auditor may designate and perform such other duties as the 
auditor may prescribe, and in case of the death, resignation, sickness, or other 
absence of the auditor from his office, from any cause the Governor General shall 
designate one of the assistant auditors, who shall have charge of such office. In. 
case of the absence from duty, from any cause, of the auditor and both of the 
assistant auditors, the Governor General may designate an assistant, who shall; 
have charge of the office. 

'*The administrative jurisdiction of the auditor over accounts, whether of 
funds or property, and all vouchers and records pertaining thereto shall be exclu- 
sive. With the approval of the Governor General he shall, from time to timOsj, 
make and promulgate general or special rules and regulations not inconsistent 
with law covering the method of accounting for public funds and property, and 
funds and property held in trust by the government or any of its branches, and: 
may examine and report to the Governor General when so requested by him as- 
to accounting methods, receipts, and expenditures of funds of Provinces and 
municipalities, as well as of all corporations in which the government, or any 
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Province or municipality thereof, shall own an interest: Provided, That any officer 
accountable for public funds or property may require such additional reports or 
returns from his subordinates or others as he may deem necessary for his own 
information and protection. 

''The decision of the auditor shall be final and conclusive upon the executive 
branches of the government, except that appeal therefrom may be taken by the 
party aggrieved or the head of the department concerned within one year, in 
the manner hereinafter prescribed. 

''The certificates of the auditor shall be the authority of the treasurer of the 
Phihppine government to make such payment as therein stated. 

"The auditor shall, except as herein provided, have like authority as that 
conferred by law upon the General Accounting Office, and is authorized to com- 
municate directly with any person having claims before him for settlement, or 
with any department, officer, or person having official relations with his office. 

"As soon after the close of each fiscal year as the accounts of said year may be 
examined and adjusted the auditor shall submit to the Governor General and the 
Secretary of War an annual report of the fiscal concerns of the government, 
showing the receipts and disbursements of the various departments and bureaus 
of the government and of the various provinces and municipalities and of all 
corporations of which the government, or any province or municipahty thereof, 
holds a majority of the capital stock, and make such other reports as may be 
required of him by the Governor General or the Secretary of War. 

"In the execution of their duties the auditor and the assistant auditors are 
authorized to summon witnesses, administer oaths, and to take evidence, and, in 
the pursuance of these provisions, may issue subpoenas and enforce the attendance 
of witnesses, as now provided by law. 

"The office of the auditor shall be under the general supervision of the Governor 
General and shall consist of the auditor, the two assistant auditors above provided, 
and such necessary assistants as may be prescribed by law. 

" Subject to the supervision of the Governor General, the auditor shall have the 
same jurisdiction and authority over all banking institutions in the Philippine 
Islands as are now or may be hereafter conferred on the Comptroller of the 
Currency in the organization, examination, supervision, and liquidation of national 
banks in the United States. 

''Sec. 26. That the supreme court and the courts of first instance of the 
Philippine Islands shall possess and exercise jurisdiction as heretofore provided 
and such additional jurisdiction as shall hereafter be prescribed by law. The 
municipal courts of said islands shall possess and exercise jurisdiction as now 
provided by law, subject in all matters to such alteration and amendment as 
may be hereafter enacted by law; and the chief justice and associate justices of 
the supreme court shall hereafter be appointed by the President, by and with 
the advice and consent of the Senate of the United States. The judges of the 
court of first instance shall be appointed by the Governor General, by and with 
the advice and consent of the Philippine Senate: Provided, That the admiralty 
jurisdiction of the supreme court and courts of first instance shall not be changed 
except by act of Congress. That in all cases pending under the operation of 
existing laws, both criminal and civil, the jurisdiction shall continue until final 
judgment and determination: Provided further, That subject to the provisions 
of this act, the government of the Philippine Islands may be sued upon any 
moneyed claim involving liability arising from contract, express or implied, 
which could serve as a basis of civil action between private parties, and any 
liability arising out of the erroneous collection of taxes or customs which shall 
be in lieu of the present procedure of suits against the collectors. 

"Any person desiring to avail himself of the privileges herein conferred must 
show that he has presented his claim to the insular auditor not less than six 
months before the commencement of such action. No suit shall be instituted 
on matters arising prior to the passage of this act, and no cause of action shall 
be cognizable by the court unless suit is instituted within three years after the 
claim first accrues, but nothing herein contained shall be construed as elffecting 
claims now pending against collectors for refund of customs or taxes. 

"Original actions brought pursuant to the authority herein conferred shall be 
instituted in the court of first instance of the city of Manila, and such action 
shall be governed by the same rules of procedure, including set-off or counter- 
claim, both original and appellate, as though the litigants were private parties- 
In event of judgment against the government for the Philippine Islands interest 
at not exceeding 6 per centum per annum from the date the cause of action ac- 
crued may be allowed in the discretion of the court. 
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''Process on actions brought against the government of the Philippine Islands 
pursuant to the authority of this act shall be served upon the insular auditor, 
and it shall be the duty of the auditor to assist the attorney general of the Philip- 
pine Islands in making such defense, general or special, as may be necessary to 
properly protect the public interest. 

'*No execution shall issue upon any Judgment rendered by any court against 
the government of the Philippine Islands under the provisions of this act, but a 
copy of the judgment, duly certified by the clerk of the court in which the judg- 
ment is rendered, shall be transmitted by such clerk to the auditor within five 
days after the decision becomes final. 

"No such judgment shall be paid unless there is an existing appropriation 
Out of which such claim might have been paid had it been allowed by the auditor 
and as to which the determination of the auditor shall be final and conclusive, 
until it shall have been reported by the Governor General to the Philippine 
Legislature and a specific appropriation to pay such shall have been made. 

*' Sec. 29. That from and after the passage of this act all taxes levied, collected, 
and paid in accordance with law, upon articles, goods, wares, or merchandise 
imported into the United States from the Philippine Islands shall, instead of 
accruing intact to the general government of the Philippine Islands, be held in 
the Treasury of the United States as a special fund. 

'' There are hereby authorized to be appropriated fromtime to time, for expendi- 
ture by the Secretary of War, such sums as may be required from said special 
fund for the salaries of the officials of the Philippine government appointed by the 
President and for the administration and promotion of public health, sanitation, 
education, and general welfare of the Philippine Islands and for the employment 
of civilian assistants to the Governor General of the Philippine Islands; but such 
appropriations shall not make available for expenditure in any fiscal year an 
aggregate amount in excess of the total collections of such taxes during the 
fiscal year two years prior to that for which such appropriations are made avail- 
able. The annual salaries of the following-named officials appointed by the 
President and so to be paid shall be: The Governor General, $25,000; in addition 
thereto he shall be entitled to the occupancy of the buildings heretofore used by 
the chief executive of the Philippines, with the furniture and effects therein, free 
of rental; vice governor, $15,000; chief Justice of the supreme court, $12,000; 
associate Justices of the supreme court, $10,000 each; auditor, $10,000; one 
assistant auditor, $7,500; one assistant auditor, $6,000: Provided, however ^ 
That no ofiicer whose salary is so paid hereunder from funds appropriated by 
Congress shall receive either from the treasury of the Philippine Islands or from 
any other source whatever any additional salary unless specifically provided by 
law. 

''Except as in this act otherwise provided, the salaries of all the officials of the 
Philippines not appointed by the President, including deputies, assistants, and 
other employees, shall be such and be so paid out of the revenues of the Philip- 
pines as shall from time to time be determined by the Philippine Legislature. AH 
expenses of the offices of all the various officials of the Philippines, including their 
traveling and subsistence expenses on official business, shall also be paid out of the 
revenues of the Philippines; and if the legislature shall fail to make an appropria- 
tion for such salaries and expenses, they shall be paid out of said revenues without 
the necessity of further appropriations therefor." 

Sec. 2. All laws and parts of laws inconsistent herewith are hereby repealed. 

The Chairman. Before we call on the Secretary of War^ who came 
at my request to appear before the committee, I think it might be 
well for me, as chairman, to make a brief statement and explain what 
we are trying to do in the proposed legislation. 

The members of the committee will remember that the question of 
clarifying the duties of the auditor was discussed fully last spring 
before Congress adjourned. We did report H. R. 11617 on June 3, 
and it is now on the calendar. Then Congress adjourned, and a lot 
of things have happened since that time. Copies of bill H. R. 11617 
were sent over to the Philippine Islands, and I think probably a 
number of you received a criticism by Mr. Fisher, who was formerly 
an associate justice of the supreme court in the Philippine Islands 
and is now an attorney in Manila. 
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To-day we are considering H. K. 16868, which I introduced on 
February 1, after a number of conferences and eliminating certain 
controversial matters. I think I am safe in saying that the bill that 
we are to consider to-day meets with the full approval of the War 
Department. The Secretary of War is here to-day to speak for it. 

There is one thing I think the committee should know, that this 
is not a radical revision of the Jones law. The Jones law, I think, 
lias 33 sections. We have onty amended three sections of that law. 
The other sections are intact. 

In section 24, which deals with the powers of the auditor, we have 
made comparatively few changes. We have only tried to clarify 
his duties. If you should compare the bill with the Jones's law, as I 
have, you v/ill see few changes. One of the major changes is that we 
liave given the auditor two assistant auditors instead of one; and this 
additional assistant is to be experienced in the examination, super- 
vision, and liquidation of banking institutions. The Governor Gen- 
eral thinks this is very important; and I don't know of anyone who 
has seriously objected to it. 

Section 26, which we have amended, is merely adding to the present 
jurisdiction of the court of first instance the jurisdiction of a court of 
ciaims with certain restrictions. The Philippine Legislature passed 
a bill creating a court of claims, but the Governor General vetoed 
it on the ground that he considered the legislature lacked authority 
under theMones's Act to enact such legislation. We felt that as long 
.as we were amending the organic act that here was a chance to give 
them what they themselves had tried to enact. So, beginning with 
that section where we have the present law 'and going down to ^^ Pro- 
vided further'' on page 6, where we put in the provisions for the addi- 
tional jurisdiction on the court of first instance, there is no change. 
I don't think there is any serious objection by anyone' to the confer- 
ring of this additional jurisdiction on the Philippine courts. 

In section 29 we did two things. We increased the salaries of the 
officials, which, at least the older members of the committee know, 
has been' agitated for at least 10 or 15 years. Back in^the Wilson 
administration. Secretary Baker strongly reconnnended it. General 
Mclntyre has always insisted that the salaries were too low. In fact, 
the Jones Act reduced the salaries ail along the line. 

The other new feature—- and that is one of the important provisions 
of the bill — is that we provide that the fund which has lieretofore been 
paid into the Philippine treasury shall be placed in a special fund, a 
Philippine fund, in the Treasury of tlie United States, and that 
therefrom appropriations are to be made by Cou.gress for the use 
.and l)enefit of the Philippines. In other words, we are not^ taking 
n:nj money away from them nor are we increasing salaries to be paid 
from taxes paid by the 'Philippines. This money ' belongs to the 
Am.,erican people as taxes paid by them. We are reserving the ,:right 
of Congress to appropriate it. We provide that out of this fund ^ the 
■salaries of the 14 m,en appointed by the President of the United 
States shall be paid. Theu-e might be a criticism, of course, if we 
rai,sed the salaries of the Philippine officials and then called on the 
Philippine Legislature to find the money, appropriate the money to 
pay "the salaries. That objection can not be raised in this case, 
'becau.se these men are to be paid from the United States Treasur}^ 
which, I think, personally, is a very good plan and is the same plan, 
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if you remember, that we adopted in the Virgin Islands. We provided 
that the men whom the President appointed should be paid from the 
United States Treasury. 

Mr. Kntjtson. The Virgin Islands haven^t any treasury to pay 
anything from. 

The CiiAiRMAiSr. That is true. 

Mr. Dallinger, Who pays the salaries of these other men? 

The CHAiRMAisr. They are paid by the Philippine Legislature. 

Mr. Dallinger. Are their salaries fixed by the Philippine Legis- 
lature? 

The Chairman. Yes, the Phihppine Legislature fixes the salaries 
of all officers except those named in the Jones Act, which we fix. 

Mr. Dallingpjr. This bill simply provides that w^e shall determine 
how the money that we put in shall be spent? 

The Chairman. Not only for these salaries, but for any other 
purposes to the extent of the taxes paid by American consumers on 
the Philippine products. You might as well argue that the English 
Parliament has a vested right to say how the duties paid by Amer- 
ican consumers on imports from England are spent as to argue that 
the Philippine Legislature has a vested right to determine how this 
money shall be spent. 

Mr. Secretary, it is very good of you to come up here and give the 
committee your views. The Secretary of War requires no introduc- 
tion to the committee. 

■STATEMENT OF MOM. D WIGHT F, DAVIS, SECRETARY OF WAR 

Secretary Davis. Mr. Chairman and gentlemen: I have not pre- 
pared a formal statement on the bill, but I am very glad to give you 
my general idea very briefly along informal lines. 

Since the last hearing on the part of the committee^ and since the 
adjournment of the Congress, there was a very important decision 

in the Supreme Court, as you remember, in the Ynchausti case. 
That decision, I think, went fairly far in clarifying the ideas of every 
one who was interested in the subject as regards the powers and 
duties of the auditor in the Philippines. That decision made unneces- 
sary some of the provisions that had been discussed of this bill. As 
I see it, we simply carry out the further clarification of the powers 
of the auditor; and the bill is in hannony with the decision of the 
Supreme Court. 

Your chairman has • outlined these few changes that are made in 
the bill. I think there is another important thing that has been 
clarified in this bill that he did not m.ention, however, as regards the 
auditor; and that is that it is made very clear here that the auditor 
:acts under the supervision of the Governor General — under the ' old 
bill there was a conflict between those two ofB,cials as regards the 
terms in which their powers were set forth. All the way through this 
bill it provides that ''^with the approval of the Governor Generar^ or 
*'^ under the general supervision of the Governor General '^ he shall 
do such and such things. I think that is a very wise provision in 
order to eliminate the possibility of friction there. 

An important feature of the first part of 'the bill is this provision 
for an extra assistant auditor. That has been urged for some time 
by the Governor General, by 'the auditor, and by some business 
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interests in the Philippines. They seem anxious to have an expert 
bank examiner, who shall be responsible for the examination of the 
various banks and corporations in the Philippines. 

The bill also provided originally for the auditing of the accounts 
of corporations in which the Government had a majority interest^ 
as I remember it. 

The Chairman. Yes. 

Secretary Davis. And this bill now provides for audit of any cor- 
poration in which the Government has an interest. 

The Chairman. The auditor may examine any corporation in 
which the Government has an interest. 

Secretary Davis. At the request of the Governor General, any 
corporation in which the Government has an interest. 

It seems to me that the principal thing accomplished by this bill 
is the clarification of the various points which have been brought 
up in regard to the power of the auditor. In this bill there is also 
provision for this assistant auditor to be responsible for bank 
examinations. 

As regards the Court of Claims, I think everybody is in favor of 
establishing a court of claims. A legal question has arisen in the 
Philippines as to what body has power to establish such a court. 
The Philippine Legislature have passed a bill on two or three differ- 
ent occasions, establishing a court of clauns; but the Governor 
General has vetoed the bill, feeling that the authority for establish- 
ing such a court rests only with the Congress. This bill practically 
follows the bill which has been passed by the Philippine Legislature 
in the establishment of this court; and I think there can be no objec- 
tion from that standpoint; and it also meets the objection of the 
Governor General that the Philippine Legislature does not have 
legal authority to pass such a bill, inasmuch as it v/ould be passed 
by the Congress. 

So, as I understand, the principal change from the bill as passed 
by the Philippine Legislature provides for a statute of limitations, 
in other words, so that a claim can not be brought up against the 
government unless suit is instituted within three years. That would 
seem to be a wise precaution in the interest of the Philippine 
Government. 

Mr. Underhill. Before you leave that, Mr. Secretary: Does this 
follow practically the same provisions which are set forth in the 
establishment of our Court of Claims here in this country or does it 
extend beyond the jurisdiction now held by our courts? 

Secretary Davis. It does not follow entirely the provisions here. 
I think General Hull might give you the legal aspect better than I 
could, if you will let him do it. But it follows in general. It is an 
adaptation of that principle to the things in the Philippine Islands. 
It follows the bill as passed by the Philippine Legislature. 

Mr. Underbill. If the general is going to be heard later on 

Secretary Davis. I think he could probably answer that legal 
question better than I could. 

The Chairman. I might tell the committee that General HuU^ 
the Judge Advocate General, is here, and General Mclntyre; and 
they will be at the service of the committee to answer questions 
which the Secretary of War might not personally be familiar with. 
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Secretary Davis. The other provision of the bill which is of 
importance is section 29. That is the one providing that the taxes 
collected upon goods imported into the United States from the 
Philippine Islands shall be held in a special fund in the Treasury 
of the United States, to be appropriated by the Congress of the 
United States. As you know, several years ago the Congress pro- 
vided that these taxes collected on Philippine imports should be 
turned back to be appropriated by the Philippine legislature on the 
theory, as I understand it, that at that time the revenues of the 
Philippine Government were rather insufficient, and this fund was 
turned back to them as an aid to the revenues of the Philippines to 
carry on the government. That situation does not exist at the 
present time, in that the Philippine finances are really in very good 
shape. 

Mr. Williams. How much does that fund amount to? 

Secretary Davis. For the last five years it has averaged something 
a little over $700,000, But since that time the tobacco taxes have 
been decreased, and probably at the present time I suppose it would 
be half a million dollars. I think it has run about $385,000 for the 
first nine months of the year or roughly $50,000. 

Ml*. Brigham. You mean that much per annum? 

Secretary Davis. Yes. 

Now, as I say, the necessity for turning that back to the Philippine 
Islands has passed. Their finances are in pretty good shape. It 
seems only fair that the Congress of the United States should have the 
right to say how money which belongs to the United States should be 
expended. This provision for a separate fund does not in any sense 
turn money over to the Governor General or the Secretary of War, 
but provides that the money would be appropriated by Congress in 
just the same way that all other appropriations are made. It does 
give an opportunity, however, to pay the salaries of American officials 
out of this fund, and meets the point which the chairman made, that 
there might be objection to raising the salaries and then requiring 
the Philippine Legislature to pay for them. 

I think that the salaries should be raised. That point has come up 
ever since as far back back as 1916 and before. They were reduced 
in 1916. The department was opposed to that at the time, and has 
consistently recommended since that time that these salaries be 
raised. I think it is very important in a place like the Philippine 
Islands that we should get the best possible men that we can as 
Governor General and auditor and judges, etc., and that they should 
be paid a reasonable salary. The salaries at the present time, in my 
opinion, are too small. 

The Chairman. Do you approve of the salaries as fixed in this 
bill? 

Secretary Davis. I think those are just about the right amounts. 

This provision for a separate fund will meet one objection which 
has been made to the present conditions in the Philippines. ^ I 
would like to take just a moment to elaborate that point a little bit, 
because it is either ignorantly or purposely misrepresented in some 
cases. The War Department has two separate and distinct func- 
tions, branches, if you choose to call them that. One is the military 
function, the Army, which come to the Secretary of War directly 
through military ch.annels with their head in the General Staff, the 

35311—27^ 2 
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Chief of , Staff . Those are the purety' , military functions of the" 
department. But there are other functions which axe' entirely 
separate and distinct from the military fxmctions, and have nothing 
to do with them and do not follow military channels, do not come 
to the Secretarj^ through the Chief of Staff or any military official. 
Take, for example, the Inland Waterways Corporation, which is a 
separate corporation, the stock of which is owned b}^ the Govern- 
ment, and which has an entirely separate corporate existence. All 
matters relating to the Inland Waterways Corporation come to the 
Secretary of War direct from the officer in charge of the corporation 
and not through military channels. The sam.e thing is true of things 
like the Panama Canal, which come direct from the Governor of the 
Panama Canal to the Secretary of War. They don't go through 
military channels at all. The same thing is true of the Federal 
Power Commission, for example, and the various other commissions 
on which the Secretary is represented, like the Forest Reserves and 
commissions of that sort. There are also several railroads and steam- 
ship lines and various matters of that kind, those propositions which 
come direct to the Secretar^^^ of War through channels that are 
entirely separate and distinct from military channels. 

Now, that is true of these matters relating to the Philippines and 
Porto Rico. The Governor General, while he happens to be a retired 
Army officer, is Governor General not as an officer of the Army, but 
as a civilian. lie is not there as an Army officer, and the Army has 
no more control over him than it has over any retired officer, that is, 
only along military lines. He is there as a civilian. 

The Bureau of Insular Afl'airs does not report to the Secretary of 
War through military channels and through the General Staff; it 
comes direct to the Secretarj^ as a civilian. There is no connection 
whatsoever between the military functions of the War Department 
and those relating to the Philippines and Porto Rico. No one has 
ever brought up the poiht that the government of Porto Rico is 
under military domination, because, of course, it is not. Now, the 
government of Porto Rico is under exactly the same system of super- 
vision as the government of the Philippines. Any statement that the 
Philippines are under military control is either made in direct igno- 
rance or is a purposeful misrepresentation of the true facts, for personal 
or selfish reasons. I want to make that very clear to the committee — 
that the question of supervision of the Philippines and Porto Rico is a 
civilian nonmilitary function of the department. 
. Mr. RAGo^^. But all the advisers there are Army officers, are^ 
the3" 110 1? 

Secretary Davis. No. I want to bring out that point. You have- 
seen a great deal in newspapers about the so-called cavalry govern- 
ment. Certain advisory assistants there are Army officers. The^ 
Governor General has been anxious for years and has frequently 
recommended that he be given some authority or som.e money by 
which civilian advisers from, different departments of the Govern- 
m,ent could be assigned to him. as his assistants. For instance, he- 
would like a legal adviser from the' Department of Justice, a com- 
mercial adviser from the Depa,.i*tm,ent of Commerce, an agricultural 
adviser from the Department of Agriculture. He has been very- 
anxious to have that, and I h.ave taken it up with the different 
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departments on several occasions; but they have no ■ authority to 
assign those advisers, and no money with which to pay them. 

Failing in this, and having no one, no advisers, that could be 

provided for by law, two or three Army officers have been detailed^ 
assigned, to the Governor General as his assistants. This has been 
done for the past, I suppose, 15 or 20 years, ever since the govern- 
ment has been established. These men are making a considerable 
sacrifice, because they are in a way taken out of their profession, 
their careers; and it does not help them in their future career in the 
Army; but they are, of course, glad to assist the Governor General 
in any way. But those men are there as officers of the Army. I 
think this answers that point. 

Mr. Ragox. Well, they are officers of the Army; they are Army 
m.en? 

Secretar}'" Davis. Th,e.y ai'e Army men, but the}" arc there simply 
because there isn't any authorit;f to provide for civilian advisers. 
The Governor General has been, very anxious foi* A^ears to have 
civilian advisers instead of Army officers. 

M;r., Ragon. Does this bill provi.de relief foi' that and provide for 
civilian advi sers ? 

Secretary Davis. Absolutely. 

Mr. Ragon. Isn^t it just as importan.t to have people there to 
stud,,y agricultu.re as it is to have those who study the importance of 
war activities? 

Secret;Mry Davis. I think: jou are absolutely right, sir; and I agree 
with you absolute^. Now, if I understand it, that is one of the very 
things that this bill would permit, that this fund is going to be used, 
in the. discretion of Congress, for th.at very purpose. I think you 
are quite right. That is one of the very things that this bill would 
accomplish. But I am very glad that you brought up that point. 

Mr. Dallinger. Do joii think, Mr. Secretary, that this language 
of this act of section. 29, page 8, is authority enough for the appoint- 
ment if an appropriation is made by the Appropriations Committee? 

Secretary Davis. This line. 11 and from there on? 

Mr, Dallinger. Yes, lines 18 and 19, '^and for, the employment of 
civilian, assistants to th.e Governor General. ^^ Do you think that 
language is sufficient authority? 

Secretaiy Davis. Tha,t is a techjiical question, that 3^ou are more . 
capable' of answering than I a.m. The purpose of it is to make it an. 
authorization for that purpose. 

M^r. Knutson. The agricultural, commercial, and othei^ assistants 
would, be civilian. 

Mr. Dallinger. What I. mean is: Would .you have to be more 
spec.ifi.c and provide for a certain number by specified nam,es? 

Ml"; Knutson. It looks as though there would be no limit to the 
n.umber that the}'' could employ under this section. 

Mr. Dallinger. Then jour idea is that the App]"*o;priations Com- 
mittee would a.ppropriatc? it specif! calty? 

M,.'r. Knutson. They would have to show the members of the 
committee the necessi.ty for it. 

Secretary Davis. You see, th,is is a special fund whic'h i.s not under 
the control of any individual without reference to Congress. It is 
a fund which would be appropriated b}"" Congress. 

Mr. Bacon. This is an autliorization bill? 
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Secretary Davis. This is an authorization bill. It is like other 
authorization bills which must be passed first. 

Mr. Hudson. '^ There are hereby authorized to be appropriated 
from time to time'' — that is an authorization. 

Mr. Dallinger. There is no reason why such an api3ropriation 
could not be put in the deficiency act. 

Mr. Knutson. No, no reason whatever. 

Secretary Davis. As I understand it^ this is in the usual form of 
an authorization for accomplishing the purpose. I think it is de- 
cidedly feasible to have these revenues put in the special fund, 
because that earmarks them for the benefit of the Philippine Islands, 
which is the purpose that they are for. 

Mr. Hudson. One question, if I am not interrupting. 

Secretary Davis. Not a bit. 

Mr. Hudson. In case of a surplus accruing in special funds, it 
can not be diverted except by vote of Congress, and it would naturally 
be understood that it would be held for such things in the Philippine 
Islands, whether it is to pay salaries or some other development? 

Secretary Davis. Yes. 

Mr. Hudson. That fund should be held intact for the Philippine 
Islands. 

Secretary Davis. That fund is to be entirely under the control 
of Congress. 

General Hull and General Mclntyre are here, if you want them. 
I must go in a few minutes. 

Mr. Gilbert. The attitude of this Government toward the 
Philippine Islands, as expressed by President McKinley, President 
Roosevelt, President Taft, an!d President Wilson, was to be ever- 
enlarging control and result in absolute independence. In your 
opinion does this bill harmonize with that statement? 

Secretary Davis. I don't think that there is any conflict with that. 
It is clarifying the law. I think that the result of the passage of this 
bill would be a great benefit to the Philippine Islands. 

Mr. Gilbert. But do you think it is enlarging the control, as set 
out in those statements? 

Secretary Davis. I think it is clarifying the general principles. 

Mr. Gilbert. Well, is it clarifying by enlarging or subtracting 
from their control? 

Secretary Davis. Well, taking the matter critically, I should say 
that it would be a decided enlargement for the benefit of the islands. 

Mr. Gilbert. I just call your attention to this provision on page 3 : 

The decision of the auditor shall be final and conclusive upon the executive 
branches of the Government, except that appeal therefrom may be ta,ken by the 
party aggrieved or the head of the department concerned within one year, in the 
manner hereinafter prescribed. 

The Chairman. What lines are those, Mr. Gilbert? 

Mr. Gilbert. Page 3, beginning with line 23 and going over to 
page 4, two lines. 

Secretary Davis. You think that that limits the present law? 
That is exactly copied from the existing law; in fact, it is the same 
wording. 

Mr. Gilbert. My opinion is that this bill increases the powers of 
the auditor and decreases the power of the people of the Philippine 
Islands. I want to get your view. 
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Secretary Davis. What you read is exactly the present law, sir, I 
think, word for word. 

Mr. Gilbert. Is it in conformity — is this law, this bill which I 
have just read, in conformity w^ith the opinion of the Supreme Court 
as to the powers now of the auditor of the Philippines, the recent 
opinion handed down in the Supreme Court? 

Secretary Davis. I understand it is. 

Mr. Gilbert. I want to get your opinion. 

Secretary Davis. That is my opinion. I' am not a practicing 
lawyer, but I think that is true. But it is word for word the present 
law. 

The Chairman-. Now, the Secretary has other things to do, and 
we will excuse him unless Members desire to ask him questions, 

Mr. Ragon. I would like to ask a few questions, if I may. If 
there are other men here who can answer them., all right. 

The Chairman. Yes. 

Mr. Ragon. Following the line of Mr. Gilbert's question: Do you 
think that the other provisions of this bill would not have a tendency 
to diminish the power of the Philippine Government over there?' 

Secretary Davis. Which particularly provision have you in mind? 

Mr. Ragon. The revenue feature. 

Secretary Davis. The revenue provision, which gives to the Con- 
gress the right and power to spend the money belonging to the 
American Government? It seems to me that money which is col- 
lected from American citizens and belongs to the American Govern- 
ment, I think Congress should have that right. 

Mr. Ragon. That is true, but now we are speaking about where we 
are spending this money. We are spending it in the Philippines, 
which are administered by a government composed of the executive, 
judicial, and legislative branches. Now, isn't there a tendency in 
this bill to diminish the powers of the legislative branch over there and 
increase the powers of the executive? Isn't that the tendency? 

Secretary Davis. It would increase the powers of the Congress of 
the United States, I should say. 

Mr. Ragon. No. It doesn't increase them. Congress has that 
power now. 

Secretary Davis. It gives it back to Congress. 

Mr. Ragon. Congress is simply delegated the right to legislate upon 
this? 

Secretary Davis. Yes. 

Mr. Ragon. Now I am talking about the powers that it will have. 
What will be the effect on our Government over there? 

Secretary Davis. I don't see that it changes the executive powers. 
It is a question whether Congress would delegate that to somebody^, 
but nobody can spend this money except Congress. 

Mr. Ragon. We are admitting that Congress has that right. 
What is the effect of this upon the legislative and executive branches 
of the American Government in the Philippine Islands? 

Secretary Davis. I don't think that it adds to the powers of the 
Governor General. It increases his salary, but it gives authority 
to Congress to carry out a thing which he has recommended for a 
great many years and which the people of the Philippine Islands 
are apparently very anxious to have done — this provision for civilian 
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advisers instead of the military advisers, but that is not giving power 
to the Governor General. 

Mr. Ragon. This money would be appropriated only on what 
the Governor General would say over there? 

Secretary Davis. On what Congress would say. 

Mr. Eagon. I know, but we would not act unless the Governor 
General would say so. 

Secretary Davis. That is up to Congress, 

Mr. Hudson. Couldn't we take the advice of the Philippine 
Legislature just as well as of the Governor General? 

Mr. Ragojnt. I am asking the Secretary. 

Secretary Davis. The recommendation would under this bill 
come in the usual way, through the department and through the 
Budget up to Congress. But Congress would have the final say in 
any case. 

Mr. Ragon. What I am driving at is this: The expenditure of 
this money — we are undertaking over here in the Committee on 
Appropriations to spend money for the internal government of the 
Philippine Islands 10,000 miles away. They are doing that now- 
over there. Do you think that this*^ systeni here would be better 
than that over there? 

Secretary Davis. I think that Congress should have the final 
authority to saj how American money should be spent. 

Mr. RagoxV. Getting back to the other question, do you think we 
could do it more efficiently over here than they could over there? 

^ Secretary Davis, I think you could accomplish things under this 
bill which would very decidedly make for efficiency of the Philip- 
pine governm.ent, and wh.ich can not be done under the present 
circumstances. 

■ Mr. Ragon, You think it would be more efficient under the 
Appropriations Committee to expend it than to have it done over 
there?"' 

Seci'etary Davis. I think that would give tliem power to do tilings 
under this bill which they have not at the present time. The thing 
I have in mind is the possibility of sending civilian, advisers over 
there, which I think would not 

Mr. Ragon. I will get to that in a minute. I. will get to it right 
now. How many of these civilian employees do you. want over there? 

Secretary Davis. .As I remember it, the Goyernor General,, lias/ 
recommended seven. I am not absolutely certain of the number/ 
but it is less than eight; eight or less. 

. Mr. Ragon. How mu,ch salary will that take up? What is your 
estimate? 

Secretary/ Davis. I think it is less than $150,000. I thoug.ht it was 
more than. $80,000. Do you remem,ber that, General Mclntyre? 

General MgI'ntyre. Well, about $155,000 is the appropriatio.n. 

Mr. Ragon. I am speaking of the civilian employees. 

General McIntyre. Civilian advisers, yes; about $80,000 is the 
Governor Geiierars estimate in advance. 

Mr. Ragon. Can you tell us what those advisers would be? 

Secretary Davis. If you will allow me to take them from this 
brief that I have here. It says that there is to be a staff in the office 
of the Governor General consisting of an adviser on banking and 
finance, legal matters, international relations, trade and com.merce, 
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sciences and research; public health and sanitation, and inspection and 
supervision. That is seven, I should say. It is not punctuated, 
but I take it that public health and sanitation go together as one man^ 
and inspection and supervision as another. That would make eight. 
The total number would be eight. 

Mr. Ragon. Haven't you got an agricultural man? 

Secretary Davis. Yes; he would come under *^ science and re- 
search. '^ 

Assuiriing that the salaries of this personnel, traveling expenses for themselves 
and families from the United States and return, and their local traveling expenses 
are paid from the fund, it is estimated that the total annual expenditure would 
be $80,000. 

Mr. Ragon. $80,000 for all those? 

Secretary Davis. Yes. 

Mr. Ragon. Now, how much do you give there for salary increases? 

The Chairman. If you will permit, I will answer this. 

Mr. Ragon. Certainly. 

The Chairman. The salaries at the present time are $109,000, 
iincluding that extra $4,000 that goes to the auditor. That is what 
we are paying now. Under this bill we would give them one more 
man. There would be 14 appointed by the President instead of 13» 
Their salaries would amount to $155,500, That is increases of 
$46,500, and one additional man. 

Mr. Ragon. Now, what else d,o vou j)ropose to spend this money 
;for? 

Secr{3tary Davis. I think I see what you are getting at. 

Mr. Ragon. What I am getting at is, I want to find out what this 
money is to be expended for. 

Secretary Davis. I would suggest — I have given to your chairman 
a brief which has been drawn up in explanation of this whole matter; 
in which I have gone into it very fully. I believe that would give you 
just the answers to the questions you have in mind. 

The Chairman. It will answer all your questions. 

Secretary Davis. I think it would be well to put that in the record. 
I think every member of the committee would like to have it. 

(The brief referred to is as follows:) 

'Bhief in Suppokt of House Bill No. 11490, Pkoviding that Internal 
Revenue Collected in the United States on Philippine Products 
Sold Therein Shall Constitute A Special Philippijnj-e Fund, in the 

United States Treasury to be Expended for the Administration and 
Promotion of Public Health, Sanitation, Education, and General 
Welfare in th:e Philippin'es 

SUMMARY 

1. The origin and amount of the so-called internal revenue fund. — Section 301, 
Title III, tariff act of 1922, provides that ail internal revenue collected in the 
United States on Philippine products sold therein shall not be covered into the 
United States Treasur.v, but be transferred to the insular treasury. This has 
been, in substance, the law since 1902. The average amount of this fund for the 
past five years is $9()(),000. Under the revised tax law the amount is estimated 
at $600,000 annually. 

2. The nature of the internal revenue ftmd. — It consists of taxes paid by 
Americans on Philippine products sold in tlie United States. Not a result of any 
.taxation on Filij:)inos. An unequivocal donation of the 'United States money to 
the Philippine treasury. 
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3. The fund originally under American control, — The controlfof the fund waJ? 
formerly in the Philippine Commission appointed by the President, which was 
directly responsible through him to Congress for the effective and creditable 
administration of Philippine affairs. As a result of subsequent legislation 
this control passed to the local legislature. 

4. Restoration to American control of the fund does not deprive the Filipino 
people of it. — The proposed bill continues the original purposes for which the 
fund was established— ^' for the government and benefit of said islands." The 
control and management only is modified. 

5. No curtailment of Filipino autonomy. — The Philippine Legislature^ is left 
undisturbed in its existing power to appropriate money derived from Philippine 
taxation. Complete local autonomy in this regard does not require recognizing 
the right to appropriate money belonging to the United States. 

6. Principle upon which the bill is based. — That money which results from, 
taxation of Americans in the United States belongs to the United States Govern- 
ment and should be expended by that Government in such a way as will best 
accomplish the duties and responsibilities which have been assumed with respect 
to the Philippine Islands. 

7. American participation in the local government essential. — The preservation of 
a reasonable American participation in the local government, especially in certain 
branches of the executive, in educational, scientific, and technical positions, and 
making this participation effective is necessary for many years, and such parti- 
cipation will result in a better exercise of the existing autonomy and in a more 
speedy development of conditions which will warrant the granting of such further 
autonomy as Congress may see fit to extend. 

8. Methods used to eliminate or restrict American participation in the local 
government. — Reduction of salaries and the creation of inducements to retire. 
Two conspicuous examples : Salary standardis^ation law and the Osemeiia retire- 
ment law, both passed in 1916. Only 1.5 per cent of the total government 
personnel is American, If the United States is to remain responsible, this per- 
centage can not be further decreased or restricted. The fund in question is 
needed to make it effective and influential. 

9. Persistence in the elimination and restriction. — Provisions in recent appro- 
priation acts and in certain proposed legislation evidence a continuance of a 
strong and persistent movement for the elimination and restriction of Americans. 

10. Concrete instances of attempts at elimination. — The appropriations acts of 
1924, 1925, and 1926, by failing to appropriate the necessary additional salaries 
for American positions would have forced the occupants to retire. This effect 
was avoided by the executive veto. Prohibitions on activities calculated to 
supplement inadequate salaries has also resulted in the elimination of com- 
petent Americans. 

11. Curtailment of the activities of the Governor General.— 3j restricting the 
appropriation for the operation, maintenance and repair of the coast-guard 
cutter Apo, the inspection and supervision carried on by the Governor General 
was imperiled. 

12. Reasons for the Filipino opposition to American participation. — Due to an 
impression created in the minds of the Filipinos that complete local autonomy 
or independence was forthcoming. Support of the elimination of the American 
personnel operates as a means of preserving local political prestige. Difficult 
for persons actively engaged in local politics to assume any other attitude towards 
the preservation or extension of American participation. This participation and 
its adequate support should not be imperiled or delayed by local political ambi- 
tions or needs. The welfare of the entire Filipino people is paramount to the 
welfare of any political party or any political movement. The United States 
Government is primarily interested in the former and should not hesitate to use 
its own funds in furtherance of this realization. 

13. Enumeration of specific objects to be accomplished — 

I. Strengthening the position of the Chief Executive. The recommendations 
of ex-President Harding, the Wood-Forbes report, and President Coolidge in 
favor of this. 

(1) Peculiar position of the Executive in the Philippines. The Governor 
General has the normal executive functions of preserving peace and order and 
seeing that the laws are faithfully executed. In addition, he has the function of 
supervision and control over all executive activities. He is also responsible for 
the care of the very great investments which the insular government has in 
various business enterprises. 
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(2) A staff of advisers and assistants in the following fields: 

(a) Banking and finance. 

(6) Law — An adviser on legal matters. 

(c) Foreign relations — An adviser on matters involving foreign affairs. 

(d) Trade and commerce, especially the international aspects thereof. 

(e) Science and research affecting the economic development of the Philip- 
pines in the field of agriculture and natural resources. 

(/) Public health and sanitation. 
(g) Inspection and supervision. 

II. The Philippines as a center of American influence in the Far East. 

III. Financial support by the United States Government of presidential ap- 
pointees in the islands. 

IV. Promotion of education. 

(1) Local support for educational leadership denied. 

(2) Help for the English-speaking program. 

V. Special school for American children. 

VI. Agricultural experiment stations and agricultural research. 

VII. The bureau of science. 

VIII. Investigation into the cause and cure of leprosy. 

Estimated annual expenditure to accomplish the objectives herein set Jorth 

Staff in the office of the Governor General, consisting of an adviser on 
banking and finance, legal matters, international relations, trade and 
commerce, science and research, public health and sanitation and 
inspection and supervision. The total number would be 8. As- 
suming that the salaries of this personnel, traveling exjjenses for 
themselves and families from the United States and return, and their 
local traveling expenses are paid from the fund, it is estimated that 
the total annual expenditure would be $80,000' 

A travel fund to be used for the promotion of interchange of vists of 
diplomatic, consular representatives in the Far East and similar 
visits by American officials of the Philippine government; also for 
interchange of visits of representatives of other governments in the 
Far East - 5, 000 

Salaries and travel allowances of Presidental appointees. This list com- 
prises the Governor General, vice governor, auditor and deputy 
auditor, and members of the supreme court. Their salaries are now 
fixed by the organic act. Instead of paying these salaries indirectly 
from the insular treatury on appropriations by the local legislature, 
they should be paid directly out of the internal revenue fund. The 
total amount at the rate now being fixed is $105,000. The War 
Department, however, has for a number of years recommended the 
restoration of these salaries to the amount fixed prior to the organic 
act. If such restoration is made, the total amount would be 
$154,000. To this should be added $6,000 to cover travel expenses 
of the American personnel. This would give a total of 160, 000 

Educational facilities for American children. In order to secure ade- 
quate grounds, building, and equipment an initial outlay of $200,000 
would be necessary. The annual operation of the school would be_ _ 65, 000' 

For the promotion of educational research, experimentation and ad- 
ministration and to develop an adequate staff in the central office of 
the bureau of education, for supplementing existing salaries, new 
salaries, and travel expenses 50, OOC 

For the promotion of the teaching of English. This is to be done by 
supplementing certain existing salaries provided for American teach- 
ers, increasing the number to be employed, especially for the persons 
to work in the normal schools where the Filipino teachers are being 
trained, to provide better living conditions for teachers in the Prov- 
inces, and to give additional travel allowances between the United 
States and the Philippines 75, 000 

To develop agricultural research and experimentation at the College of 
Agriculture, Los Banos. This involves the establishment of an agri- 
cultural experiment station on the same lines as similar stations estab- 
lished in American universities with the aid of the Federal Govern- 
ment 65, 000 
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Promotion of research in the bureau of science. This involves the pro- 
viding of funds to supplement existing salaries, new salaries, and travel 
allowances for specialists in certain fields of scientific investigation. 
It includes also the study of the problem of serums and vaccines with 
the view of thoroughlj^ standardizing their manufacture. It also 
involves the promotion of fisheries $50, 000 

To promote research and experimentation in the field of leprosy treat- 
ment. A few experts working independently of appointment from 
the insular government would be provided especially to study not 
only treatment, but the epidemologv of leprosv 30, 000 

Contingent fund ^ . 1_ „ 10,000 

Totals „ _ 590,000 

ORIGIN AND AMOUNT OF THE SO-CALLED INTERNAL-REVENUE FUND 

All internal-revenue taxes collected on Philippine products, principally cigars 
and cigarettes imported into the United States, are covered into the insular 
treasury and are subject to appropriations by the Philippine Legislature. Over 
a period of five years, the average annual revenue from this source was approxi- 
mately $900,000. Under the present scale of the internal-revenue duties, it is 
estimated that it will amount to approximately $600,000 ainiually. 

The origin of this procedure is found in section 4 of the **act temi^oraril}^ to 
provide revenue for the Philippine Islands, and for other purposes," enacted 
March 8, 1902, which section provides: 

•'That the chities and taxes collected in the Phihppine Archipelago in pur- 
suance of this act, and all duties and taxes collected in the United States upon 
articles coming from the Philippine Archipelago, and upon foreign vessels coming 
therefrom, shall not be covered into the general fund of the Treasury of the 
United States, Vjut shall be held as a separate fund and paid into the treasury of 
the Philippine Islands, to be used and expended for the government and benefit 
of said islands. 

When the 1902 tarifi* act was passed by Congress, customs duties — as well as 
internal-revenue taxes — were collected upon Philippine products entering the 
United States. While these collections belonged, legally, to the United States, 
the need of the Philippine government for funds — and the primary responsibility 
of the United States to maintain such government — was met through diverting 
these particular taxes to the Philippine treasvn-y rather than by malcing direct 
appropriations therefor. 

Under the Payne tariff act of 1909, Pliilippine products, in general, were 
admitted into the United States free of duty, and little further customs collections 
were made for this account. It was provided by the latter act, therefore — 

''That from, and after the passage of this act all internal revenues collected 
in or for account of the Philippine Islands shall accrue intact to the general 
government thereof and be paid into the insular treasury." 

Practically identical provisions have been carried in subsequent tarifi' acts of 
the United States, the latest provision being found in section 301, Title III, of 
the tarift' act of 1922. It is there provided, among other things: 

"That there shall be levied, collected, and paid, in the United States, upon 
articles, goods, wares, or merchandise coming into the United States from the 
Philippine Islands a tax equal to the internal-revenue tax imposed in the United 
States upon like articles, goods, wares, or merchandise of domestic manufacture; 
such tax to be paid by internal revenue stamp or stamps, to be provided by the 
Commissioner of Internal Revenue, and to be affixed in such manner and under 
such regulations as he, with, the approval of the Secretary of the Treasur^^, shall 
prescribe; and such articles, goods, wares, or merchandise shipped from said 
islands to the United vStates shall l)e exempt from the payment of any tax imposed 
by internal revenue laws of the Philippine Islands. 

''That from and after the passage of this act all internal reveoiie collected in 
or for account of the Philippine Islands shall accrue intact to tlie general govern- 
ment thereof and l)e paid into tlie insular treasury." 

THE NATUEE OF THE INTERN AIj REVENUE FUND 

From the foregoing, it is obvious that the fund consists of int{?rnai-revenue 
taxes paid by Americans on Philippine prodiu^ts sold in the United States. It 
is not the result of any taxation ofFilippinos, .nor is it in airy wny offset by any 
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advantage :w.hicli any .Americans ; receive from the Philippines. It is an une- 
quivocal donation to the Philippine treasury. Against it no balancing account 
can be set up. This money goes into the insular treasury and is appropriated 
therefrom by the Philippine legislature in the same manner as funds which arise 
from, Philippine taxation. 

THE FUND OKIGINxiLLY IT.NJ.),EK AMERICAN CONTROL 

When the original provision was made for the payment of these revenues into 
the Philippine treasury in 1902, the government of the islands and the appro- 
priations for public service therein were in the hands of an American commission. 
This commission was appointed by the President and was directly responsible 
to him and to the Congress for the effective and creditable adnainistration of 
Philippine affairs. By the organic act of 1916, however, this commission was 
abolished, and full legislative powers were vested in an elective Philippine Legis- 
lature. As a consequence of this auction by Congress the control wliich the 
United States formerly had of this fund passed to the local legislature. The 
Governor General, representing the sovereign power of the American Govern- 
ment, has no power of initiating appropriations and has no control over the 
disposition of public funds once they are covered into the insular treasury, this, 
liotwithstandiiig that he may be convinced tliat the welfare of the Filipino people 
and the good name and repute of the American people, responsible for tiie islands, 
absolutely require that certain appropriations be made. Moreover, the financial 
support essential for the carrying out of the executive functions retained in the 
hands of the Governor General is dependent, for all practical purposes, upon the 
action of the local legislature. 

IIESTOHATION OF AMERICAN CONTROL 0.F THE FUND DO'KS >fOT DETHIVE THE 
PHILIPPINE PEOPLE OP 11^ 

It is not proposed to deprive tiie people of the Philippines of this fund. It 
will still continue, as provided in tlie original act of March 8, 1902, *'to be used 
H.nd expended for the government and benefit of said islands," or, in the language 
of this bill, ^'for the administration and promotion of public liealth, sanitation, 
education, and general welfare in the Philippine Islands.'' 

NO CURTAILMENT OF FILIPINO AUTONOMY 

The bill does not' involve a curtailment of tiie autonomy of the government of 
the Philippine Islands existing , under the .organic act, nor in any way interfere 
with the normal powers of the Philippine legislature with respect to the appro- 
priating of money derived from Philippine taxation. Even granting that for a 
period of time the Philippine legislature exercised the power of appropriating 
money donated to it by the United States, the discontinuance of the donation 
does not affect the substance of the legislative power of appropriating money, 

PRI'N'OIPLE (JPON^ WHICH BILL IS BASED 

The bill is predicated upon the fundamental principle that tiie money in 
qniiestion,. results from taxation of x\:aiericans in the United States, belongs to 
the United States Government, and is subject to expenditure hj that Govern- 
m.ent in such way as will best accomplish the duties and responsibilities which 
ha.ve been assumed with respect to the Pliilippine Islands. It recognizes that 
tlie main governmental functions and activities in the Philippines will be carried 
on by funds appropriated by the Philippine legislature. It also recognizes, 
liowijver, that the present j)olitical status of the Philippines is that of a depend- 
ency; that the form of government is not that of a complete, self-governing 
nation; that the United States participates extensively in this government by 
exercising tlie supreme executive authority and general control and supervision 
♦ jver all government activities. The United States is responsible for the main- 
tenance of peace and order in the islands and is answerable internationally for 
tb.em. It has also assumed tlie responsibility of training and developing the 
Filipino people in the difficult art of government. For these reasons, arguments 
ijirged against the proposed bill drawn from analogies bosed on the assumption 
of a complete self-governing sovereignty are not applicable. Tlie situation is 
special and peculiar and calls for special and pecuhar treatment. The expen- 
diture, therefore, by the United States of Its own funds to promote desirable 
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objects in the Philippine Islands is in no way inconsistent with the existing 
political rights granted under the present organic act. Moreover, the control 
and expenditure of such funds is necessary, if the responsibility of the United 
States is to be adequately discharged and if important developments essential 
to the welfare of the Filipino people are realized. 

AMERICAN PARTICIPATION IN LOCAL GOVERNMENT ESSENTIAL 

There is no desire to interfere with or unduly delay an orderly development 
of local autonomy, nor is it intended to reduce "the Filipino participation in the 
government, nor place Americans in positions w^here there are competent Fili- 
pinos. A survey of the situation since 1913 indicates, however, that the elimina- 
tion of Americans and the restrictions of their activity has been jjremature and 
much too rapid for the best interests of the Filipino people. The preservation of 
a reasonable American participation in the local government, especially in cer- 
tain branches of the executive, in educational, scientific and technical positions, 
and the making of this participation more effective and influential vail result in 
the better exercise of the existing autonomy and the more speedy development 
of conditions which will warrant the granting of such further autonomy as Con- 
gress may see fit to extend. 

METHODS USED TO ELIMINATE OR RESTRICT AMERICAN PARTICIPATION IN THE , 

LOCAL GOVERNMENT 

The principal means used to eliminate Americans has been by the reduction 
of their salaries to an amount for which it is impossible to get them to serve, and 
by creating inducements for them to retire. Two conspicuous examples of this 
method are found in act 2668, known as the salary standardization law, and act 
2589, known as the Osmena retirement law. Both of these acts were passed 
in 1916. The latter act by extending a bonus on condition of submitting a resigna- 
tion within a specified time was especially potent. Both acts, in connection with 
salaries fixed in subsequent appropriation acts, have resulted in a reduction of 
the American personnel occupying official positions to a point where it now is 
but 1.5 per cent of the total government personnel. If the United States is to 
remain responsible this percentage can not be further decreased or restricted. 
The effect of the proposed bill, if approved, will be to preserve this percentage 
and make it more effective in the interest of the Filipino people. 

PERSISTENCE IN THE ELIMINATION AND RESTRICTION 

That this strong and persistent movement for elimination and restriction of 
influence still continues is evidenced by certain provisions in recent appropria- 
tion acts and in certain proposed local legislation. When the standard salary 
act above mentioned was passed, it became necessary in order to retain compe- 
tent Americans in the service to provide that the regular salary appropriated 
for a specified position should be supplemented by an additional salary, and that 
a special contract authorizing its payment be made with the appointee. These 
contracts require the approval of the Filipino president of the senate and speaker 
of the house of representatives. The failure of the legislature to make this sup- 
plementary appropriation forced the Ameriqan either to accept a greatly reduced 
salary or resign. Moreover, even if the supplementary salary was appropriated, 
the granting of it required the express approval of the two Filipino officials 
mentioned. 

CONCRETE INSTANCES OF ATTEMPTS AT ELIMINATION 

Instances of failure to make this supplementary appropriation are found in 
the appropriation act of 1924, in which the additional salary for the secretary to 
the Governor General and the cable clerk in the Governor General's office were 
eliminated. In the 1925 appropriation act, the same failure occurred with 
respect to the additional salary of the veterinary pathologist in the bureau of 
agriculture and for the director of the bureau of science. In 1926 this same 
failure threatened to eliminate the following American personnel occupying 
important technical positions: Chief of the following divisions — -fiber division 
of the bureau of agriculture; division of investigation, bureau of forestry; division 
of organic chemistry, bureau of science; my chologist, bureau of science; horti- 
culturist, bureau of agriculture; bacteriologist, bureau of science; architect; 
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three designing engineers, electrical engineer, contracting engineer, irrigation 
engineer, all in the bureau of public works. These attempts at elimination were 
defeated by the exercise of the veto power of the Governor General. 

In order to retain certain Americans it has been necessary to permit them to 
serve in two positions, the salary of neither of which was sufficient. As, for 
example, the insular auditor has been permitted to be examiner of banks and 
was given an additional salary. The elimination of the additional salary in the 
1 924 appropriation act was prevented only by exec uti ve veto . Formerly Americans 
in the Philippine health service were permitted to supplement their salary by 
engaging in limited private practice. A lav/ was passed forbidding such private 
practice for all persons drawing a salary of $2,000 or more per annum. This 
applied principally to Americans and resulted in the resignation of many of them 
from the service. Legislation has likewise been proposed forbidding any gov- 
ernment employee who receives more than $2,000 per annum to draw pay for 
extra service rendered in other bureaus or departments. This proposal, if 
enacted, would apply primarily to certain Americans, such as the director of the 
bureau of public works, and the director of the bureau of agriculture, both of 
whom are induced to remain in the service because they are permitted to sup- 
plement their inadequate salary by extra work. 

In order to supply the Governor General with additional assistants a per diem 
of $5 a day was appropriated for certain officers of tiie Army who were detailed 
to his office. In the appropriation bill for 1924 this item v/as sought to be 
eliminated. In the same act it was provided that the use of the Governor 
General's discretionary fund should be restricted to secret service work. This 
would have been very embarrassing to the Governor General, since he has used 
this furid to supplement certain inadec(uate salaries of ver^^ desirable and com- 
petent men in tlie government serAdce, and also for the purpose of official enter- 
tainments appropriate and necessary for the important position he occui.)ies. 

CURTAILMENT OF THE ACTIVITIES OF THE GOVERNOR GENERAL 

As a further example of the effort to curtail the activity of the chief executive, 
the appropriation act for 1924 contained a proviso — 

*'that no appropriation for the bureau of commerce and industry shall be avail- 
able for the operation, maintenance, and repair of the S. S. Apo, except what 
may be strictly necessary for its preservation." 

The significance of this proviso lies in the fact that the Apo is the Coast Guard 
cutter which has been used by the Governor General for his very frequent and 
•extensive inspection tours throughout the islands. This constant suxjervision 
and inspection has done more than any other single factor to keep the govern- 
ment up to reasonable standards of efficiency and to forestall or correct irregu- 
larities in government. 

REASON FOR THE FILIPINO OPPOSITION TO AMERICAN PARTICIPATION 

The Filipino desire to eliminate or restrict American participation from the 
local government is the normal outcome of the gene^ral political situation. The 
language of the preamble of the organic act and the pronouncements by various 
persons occupying official positions in the United States have created the im- 
pression among the Filipinos that the time is ripe for the granting of immediate 
independence, or, at least, withdrawing all American participation in the local 
government. From 1913 to 1921 there had taken place, with the acquiescense 
'Or concurrence of the representatives of the American Government here, a very 
rapid Filipination of the government and a verj?^ extensive curtailment of 
American participation. This has not been for the best permanent interests of 
the Filipino people as a whole.' It has resulted, however, in creating a situation 
in which it has been generally assumed that American participation and influence 
was to be rapidly eliminated. This situation has been taken advantage of by 
those actively engaged in politics and it is to-day a vote-getting proposition to 
display a keeness for the elimination from the government of Americans, or 
reducing their salaries, or preventing them from securing increases in salaries 
which changing conditions make necessary. The political necessity of getting 
votes as a means of preserving local political prestige is met by working for the 
elimination of the American. So long as it is politically popular to eliminate 
the American, it is hardly to be expected that those actively engaged in politics 
will assume any other attitude than that of hostility toward either the preserva- 
tion or the extension of ilmerican participation, regardless of how beneficial to 
the larger interests of the country such participation may be. 
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The most practical way to counteract this political tendency is to provide' a 
reasonable amount of financial support from an independent source. The recom- 
mendation for such support is based upon the proposition that so long as the 
Aonerican Government is here and is in such large measure responsible, locally 
and internationally, for the Philippine Islands, there should be a reasonable 
amount of participation in the government and that this participation should be 
effective; or stated, in other terms, the United States Government and its repre- 
sentatives should not be left in positions of responsibility without commensurate 
power and influence. Furthermore, there are certain things vita] to the welfare 
of the Filipino people as a whole and to the stabilitj^ of the government which we 
are attempting to establish that we are entitled to have accomplished, and this 
accomplishment should not be imperiled, or dealyed by local political ambitions 
or needs, by local political rivalries, by an undue emphasis upon the attainment 
of an immediate political status, or by racial antagonisms. The welfare of the 
entire Filipino peof^le should be made paramount to the welfare of any political 
party or any political movement, and the United States Government is primarily 
interested in the realization of the former and BhouJd not hesita^te to use its owii 
funds in furtherance of such realization. 

ENUMEKATIOK OF SPECIFIC OBJECTS TO BE ACCOMPLISHED 

In support of the general principles above set foi'tli, the following enunieratiiKa 
of objects sought to be promoted is submitted: 

1. STJiENGTHENIXG THE POSITION OF TJIE CHTEF EXECUTIVJ': 

The late President Harding in his reply in 1.022 to th.e P}]ili|)pine Independence 
Mission said: 

"We have extended ,your control in government u.ntil little reniatus but tlie 
executive, without which, we could not assiniie our responsibility. * * * I 
would be less candid and fair if I did not tell you that we can assume no respoii- 
sibility without that authority." 

The Wood-Forbes report contained the following recommendations: 

'*We recommend the present status of the Philippine Islands continue until 
the people have had time to absorb and thoroughly master the powers already in 
their hands. 

"We recommend that the responsible representative of the Un.ited States, the- 
Governor General, have authority comm,ensurate with the responsibility of his 
position. 

"We recommend that under no circumstances should the American Govern- 
ment permit the establishment in the Philippine Islands a situation which would 
leave the United States in a position of responsibility without authority." 

President Coolidge in his message to Congress in December, 1925, said in part: 

"From such reports as reach, me there are indications that more authority- 
should be given to the Governor General so thjit he will not be so dependent upon 
the local legislative body to render effective our authority to set an example of 
sound administration and good goveriunent.'' 

PECULIAR POSITION OP THE EXECCTIVK IN THE PHILIPPINES 

Under the present organic act an,d statutes passed pursuant thereto/ tlie- 
Execu.tive in the Philippine Islands occupies a positioi.i, of pecu.liar responsibility... 
He is chargeable wuth the normal executive functions of preserving peace and 
good order and seeing that the. laws are faithfuliy executed. In addition, he is- 
charged with the duty of supervisioii and control of all executive functions' 
exercised directly in his office or through the departments comprising the execu- 
tive. He is also responsible for the care of t.he very great investments which the- 
insular government has in various business activities, as,, for example, the Manila 
Railroad Corporation, the Philippine National Bank, the National Development 
Co., the National Coal Co., and, until the recent sale, the National Cement Co/ 

In. the discharge of these responsibilities lie utilizes the assistance of Filipiiiu 
offi.ciais in the executive department and is in large measure guided by their 
advice and assistance. If, however, he discharges efficiently his constitutional 
responsibilities of suxjervision and control , lie is entitled, to have ai'ound him a 
group of experienced and technical men who will make for liim the necessary 
investigations of facts and the examination of dr)cuments and. papers which are 
essential to enable him to pass upon i:J.ie vaiious iruitters presented to him for- 
actfoiL 
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The assertion by certain Filipino leaders that tlic Governor General is bound to 
ne guided solely by the advice of the department secretaries can not be accepted. 
It overlooks the fundamental fact that the United States is engaged' in directing 
the affairs of a dependent people and training them in the art of government. 
To say that the representatives of this Government must draw his assistance and 
advice solely from tlie l^'ilipinos is to assert tha.t the teacher must be guided solely 
by the ])upiL 

• A STAFF OF ADVISERS AND ASSISTANTS 

The carrying out of the recommendations embodied in the quotations contained 
in the reply of Presideirt; Harding, the Wood-Forbes report, and the message of 
President Coolidge can best be accomplished by surrounding the Governor 
General with a staff of experienced and competent advisers. The responsibiUty 
for making such, provision rests primarily upon the home Government rather than 
upon the local government. For reasons alreacly set fortli, tliere are local 
political considerations which make it unlikely, or at least difficult, to secure this 
support oat of insular funds. Moreover, in tbe ijiterests of efficiency and inde- 
pendence, the effective exercise of the executive power sliould not be left to local 
support. As a matter of fact, the local legislature has made very little pro- 
vision for assistance to the Governor General, and tlie instances cited above show 
a disi>ositioii to restrict wha.tevor assistance there is. The fundamental position 
taken b}^ the Filipino leaders is that the Governor General should administer his 
functions tiu'ough vv^hat tliey designate his ^'constitutional advisers^' — the 
secretaries of the departments — and that he should accept their advise in matters 
pertaining to tlie Executive. In -a complete, normal self-governing sovereignty 
such position might be accepted, but in the government of a dependency, where 
responsibility, locall}' and internationally, is assumed by the home Government, 
the representative of that government in ex(3rcising the powers which have 
been retained is entitled to advice and assistance from a source independent 
of the local organization. During the term of the present Governor Genera] 
certain United States Army officers, having previous experience in Philippine 
matters, have been detailed to asist him. Tlieir knowledge and acquaintance 
V7ith the situation has enabled them to render valuable service. The principle 
involved in this sort of arrangement should be extended to include a number of 
civilian advisers. Considering the scope and variety of problems arising in the 
office of the Governor General, a staff consisting of experienced and competent 
men should be provided in the following general fields of activity : 

1. B miking and finance. — The government interests in the Manila Railroad 
Co., the Philipjjine National Bank, the National Development Co., and its 
subsidiaries require that the Governor General, as custodian of these interests, 
should pass upon numerous reports and financial statements submitted by the 
officers of these entities. To exercise sound judgment upon such material he 
needs assistance. 

2. Law — An adviser on legal matters. — There are many legal problems arising 
under the organic act and legislatioii passed pursuant to it. Manjr of these 
involve the sovereign rights of the United States in the islands and the nature 
and scope of governmental authority delegated in the organic act to the insular 
government. While a Filipino attorney general is competent to render legal 
advice on the usual questions arising in administration, it is not deemed ad- 
visable to depend upon him when questions of the nature mentioned are involved. 
At times it is very embarrassing for him to decide against his own people. It 
has been the practice to consult the Judge Advocate General of the United 
States Arm)^ and the Attorney General of the United States in these matters. 
The great distance from Washington, however, makes it difficult to get their 
advice promptly. The Governor General should have in his office a competent 
and exjjerienced lawyer closely associated with the Department of Justice in 
Washington. 

3. Foreign relations, — An adviser on matters involving foreign relations. 
There are frecjuently arising questions involving the relations of the United 
States to other countries, as, for example, the Chinese bookkeeping law, the 
restrictions on the importation of cattle and various articles of commerce from 
foreign countries, and the effect of such restrictions on treaty rights of other 
nations, the immigration of nationals of other countries and the rights of such 
nationals residing in the Philippine territory. An adviser either from the State^ 
Department of Washington or closei}^ associated with that department should 
be a member of the Governor General's staff. 
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4. Trade and commerce. — An adviser in matters of trade and commerce, 
especially the international aspects thereof. The trade interests of the United 
States in the Philippines are very great and affect the rights of both Filipinos 
and Americans, as, for example, the recent controversy with respect to Philip- 
pine mahogan\^ and the discrimination against Philippine vegetable oils. The 
Governor General is properly expected by the home government to give advice 
concerning the proper protection of these trade interests. 

5. Science and research. — Questions of a local nature vitally affecting the eco- 
nomic development of the Philippines arise in the field of agriculture and natural 
resources. These questions deal with scientific and technical problems involved 
in certain agricultural commodities, such as hemp, and the development of other 
products and resources, such as camphor, quinine, sugar, and rubber. There are 
also extensive mineral resources which need development under competent 
technical supervision. The Philippine Islands constitute a source of all basic 
tropical products of which the United States has need. The development and 
utilization of these products is a matter of vital interest to the material welfare of 
the Filipino people as well as the people of the United States. A technical 
adviser acting in close cooperation with the Department of Agriculture, bureau 
of science, and other bureaus in Washington is needed for the proper guidance 
of the chief executive here. 

6. Public health and sanitation. — An adviser in matters of public health and 
sanitation. The Philippines being a tropical country, the problem of public 
health and sanitation occupies an unusually important place in the ofl^ce of the 
executive. It has been recognized from the beginning that the home govern- 
ment has special concern in these problems. This is evidenced by the fact that 
officers detailed, here from the United States Health Service are in charge of the 
quarantine service of the islands. The control of cholera, plague, smallpox, and 
other diseases, especially rife in the tropical countries, results in the frequent 
presentation of questions of health and sanitation. 

7. Inspection and supervision. — Special assistance for inspection and super- 
vision. The experience of th;e past five years abundantly demonstrates that t^tiere 
is no more effective and wholesome method for keeping the .municipal, provincial, 
and central government activities up to standard, for preventing or correcting 
misconduct in office than frequent and thorough inspection and supervision. 
A large part of this inspection and supervision during the recent years has been 
done by the Governor General himself. It has involved nmch travel throughout 
the Archipelago and has taken a great deal of the time and energy of the executive. 
In this important work, the Governor General needs at least two experienced 
men who will constantly be in the i3rovinces or available for making the numerous 
special investigations called for b}^ the various complaints submitted to the 
Governor General's oflSce. 

fl. THE PHILIPPINES AS THE CENTER OF AMERICAN EFFORT IN THE FAR EAST 

In addition to the foregoing presentation of the needs for strengthening the 
position of the Governor General with respect to his duties and responsibilities 
in the administration of the islands, there is a much larger aspect involved in 
such strengthening. We have here extensive territory and natural resources of 
enormous value. With respect to the Far East, it occupies a strategic position, 
not merely with respect to trade and commerce, but for naval and military 
purposes. We liave a population of more than 11,000,000 people and carry the 
responsibility of administering the islands for the benefit of the people of the 
islands internationally. The problem here is something more than a Philippine 
problem; it is a problem of the United States in the Far East. Here is the center 
of American effort in the Orient and here is the center, not merely of those matters 
of concern to the Filipino people and our relations with them, but also of those 
matters of grave concern to the people of the United States in their domestic 
and foreign aft'airs. Policies and determinations here affect our interests in the 
Orient and our r€)lations, not merely with China and Japan, but with England, 
France, Holland, and other powers having interests in this part of the world. 

The real significance of the Philippine post and its problems have not always 
been adequately appreciated by the home Government. The tendency is to 
think of the Philippine as involving a local, colonial problem of temporary nature, 
and soon to be eliminated from our calculations. Unless we propose to withdraw 
our sovereignty from this territory, we shall for many years to come have a 
responsibility here which can only be satisfactorily discharged by centralizing 
at this point representatives of the executive, administrative, and diplomatic 
wisdom at our command. 
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III. FINANCIAL SUPPORT OF PRESIDENTIAL APPOINTEES IN THE ISLANDS 

The presidential appointees are the Governor General, the vice governor, 
auditor, deputy auditor, and nine members of the supreme court. Their salaries 
are fixed in the organic act. They are paid by appropriations from the insular 
treasury, but in reality the money for these salaries can be considered as coming 
indirectly from the United States as the result of the transfer of the internal- 
revenue fund under discussion. It is believed that the home government 
should pay the salaries of its own appointees and that the payments be made 
directly out of the funds in question. 

In addition to having these salaries paid directly by the home government 
the War Department has taken the position for the past six years that the salaries 
are inadequate. The following reductions were made in these salaries when the 
organic act in 1926 was passed: Governor General, from $22,500 to $18,000; 
vice governor, from $15,500 to $10,000; members of the supreme court, from 
$10,000 to $7,500. 

Ail attempts, however, to raise the salaries to their former amount or to make 
any increase therein have been strongly opposed by the Resident Commissioners 
from, the Philippines, acting on instructions from their leaders in Manila, the 
position being taken that Congress should not dispose of the revenues of the 
Philippine government coming from the taxation of the Filipino people. It 
should be made clear, however, that it is not a question of disposing of money 
derived from taxation of the Filipino people, but Congress is merely acting well 
within its power in disposing of revenues received from the taxation of the 
American people in making adequate provision for the appointees of the President 
of the United States. The argument, therefore, based upon this confusion of 
funds will be removed if the funds actually belonging to the United States are 
segregated and held for disposition by that Government. Such segregation and 
disposition would not deprive the Philippine government from the donation it is 
now enjoying, but it would relieve the Philippine Legislature of any political 
disadvantage that might accrue to its members in voting for an adequate and 
considerate treatment of American or Filipino officials appointed by the President. 
If all the appointees of the President in the Philippine government were given 
salaries which were recommended by the Department of War, the total amount 
would be $154,000. To this should be added $6,000 annually to constitute a 
travel fund in defraying expenses incurred in bringing the American appointees 
and their families from the United States and return. 

IV. PROMOTION OF EDUCATION 

From the very beginning, great reliance has been placed upon education as a 
means of training the Filipino people. It is now more than 25 years since we 
brought to the islands our American system of universal education with its 
content of American social and political philosophy. We have relied upon this 
educational system to supply not merely elementary and advanced education, 
which are deemed essential for a stable social organization, but also for the 
development of a common language. The importance of education was regarded 
as so great that its administration has been retained in the hands of American 
personnel, the secretary of public instruction, who is also the vice governor, and 
the director of education, being Americans. It has also been the policy to 
retain a large number of Americans in the bureau of education, especially for 
the promotion of the English-speaking program. With the advancing educa- 
tional salaries, however, in the United States, it is becoming extremely difficult 
to secure and retain competent Americans for this important work. There can 
be no doubt that the educational program needs support. At present the 
total expenditures of Philippine revenues for education amount to 25 per cent 
of the total income of the government. This is about as large a proportion of 
the budget as can be devoted to this work. Still, with such expenditure, we 
have not been able to provide school facilities for more than 35 per cent of the 
children of school age. Until there is a greater economic development in the 
islands and a large increase in taxable values, any considerable further increase 
in expenditures for education is impracticable. The need of outside help in the 
educational work has been recognized as early as 1908, when Mr. Taft, then 
Secretary of War, reported as follows: 

"Should Congress be anxious to facilitate and hurry on the work of redeeming 
the Philippine Islands and making the Fihpino people a self-governing com- 
munity it could take no more effective step than a permanent appropriation of 
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two or three laillions of dollars for 10 or 15 years for primary and industrial 
edu(3ation/' " . 

It is not proposed in the pending legislation to raise this larger question; it is 
desired onlj^ to call attention to the very great need which exists with respect to 
the present educational program in the Philippine Islands for educational leader- 
ship and direction. This need was clearly brought out as the result of an educa- 
tional survey conducted in 1925 by Dr. Paul Monroe, of Columbia University, 
assisted by a staff of ijrominent American educators. The local funds available 
are all expended and for a number of years will continue to be expended for the 
ordinary routine school needs. With such a large educational program, 
however, there should be provided, in order to give assurance that these expendi- 
tures are being wisely made and that a proper type of education is being developed, 
funds for the support of educational research and experimentation. The educa- 
tional survey report above mentioned points out that the greatest need of the 
system is educational leadership and strongly recoinmends that provision he made 
for it. 

LOCAL vSUPPORT FOR EDUCATIONAL LEADERSHIP DENIED 

Realizing tlie importance of such leadership and the likelihood of not being 
able to secure from local funds entirely the support for the same, steps v/ere 
taken to interest certain of the educational foundations in the United States, 
such as, the International Education Board, the General Education Board, and 
the Carnegie Foundation. The trustees of these funds manifested great interest 
in the Philippine educational program and expressed willingness "to assist by 
providing certain funds to be expended in cooperation with local funds. During 
the 1926 session of the Philippine Legislature, this proposal was brought to the 
attention of the Filipino leaders and they were specifically asked to make an 
appropriation of F 65, 000 per annum to represent the local contribution, in the 
effort to provide, in a cooperative way, for the much needed educational leader- 
ship and research. 

it was also proposed that, in case the local legislature so preferred, all the 
necessary funds be j^rovided locally, Both proposals were received unfavorably, 
the principal reason being that there was no desire to have any further increase 
in the American participation in the educational work, nor to receive funds from 
the outside, for to do so would InA'olve the employment of American educational 
specialists. This instance is cited as indicating how important activities designed 
for the promotion of the welfare of the Filipinos themselves are embarrassed or 
defeated as the result of an undue insistence upon temporary political considera- 
tions. 

As there is n.o indication that the attitude of the local legislature will chan,ge 
In this regard, it becomes necessary to secure the financial support from inde- 
pendent sources, such as from the internal revenue fund in question or from cer- 
tain educational foundations. There should be provided out of the internal 
revenue funds $60,000 annually to be expended in cooperation with similar 
expenses by educational foundations for the |)roinotion and improvement of 
■education in tl.ie Islands. 

HELP FOR THE ENGLISH-SPEAKING PROGRAM 

For the promotion of the English-speaking program, American classroom 
teachers are indisj.)ensable. The number of these has diminished approximately 
from 950 to 300. The local salaries are inadequate to attract and retain good 
teachers. It is unlikely that the local legislature will increase these sslaries. 
Outside funds, therefore, are needed for the x)urpose of ^supplementing existing 
salaries, creation of additional positions for specialists in the teaching of English, 
and for more liberal allowances for travel expenses incurred in coming from the 
United States and return. One of the greatest difficulties encountered in retain- 
ing American teachers, especially in the provincial schools, is the lack of adequate, 
living quarters. Teachers cottages, supi:)lied with simple furniture, should be 
provided in such places where American teachers are employed. The local 
governments can not be expected to provide such equipment. For the promotion 
of the English-speaking program and the proviciing of adequate living ciuarters 
.■:an .annual expenditure of $75,000 is needed. 
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V. SPECIAL SCHOOL FOR AMEBICAN CHILDREN 

The number of American children of school age residing in Manila and suburbs 
is approximately 600. Of this, 250 are children of the members of the United 
States Army detailed here for service, approximately 60 are children of naval 
officers, and about 60 are children of employees of the civil government. There 
are also about 500 more children, one of whose parents is an American. Of 
these, 160 are in the government service. There is also a group of children of 
Army and Navy parentage at Corregidor, Camp Stotsenberg, Cavite, and Fort 
McKinley. 

The school facilities for this group of children are now being supplied as fol- 
lows: The central piibiic school in Manila, 850 pupils; public school teachers 
detailed to conduct classes in Corregidor, Fort McKinley, Camp Stotsenberg, 
and Cavite; the American private school in Manila, maintained by contributions 
of patrons, about 150; other private schools, 50. 

Since most of these children continue their education in the United States, 
the.7 need a special curriculum adapted to the United States public-school cur- 
riculum. The Filipino curriculum of 11 years for the precollege work instead of 
12, and the inclusion of certain special subjects for Filipinos children, does not 
meet the needs of American children. For this reason the central school, above 
inentioiied, has been maintained as a special school for American children, 
although a limited number of Filipino children attend the same. Admission of 
this latter group, however, was discontinued several years ago. Due to the fact 
that the central school is not freely open to Filipino children, there has been 
for a number of years opposition to the maintenance of this school v/ith Philip- 
pine local funds. In the 1926 appropriation act the following proviso was placed: 

^^ Provided that no appropriation made for the bureau of education may be 
expended for the establishment, maintenance, or operation of schools where 
racial or religious discrimination is made in admission of students." 

This proviso would have resulted in closing the central school and forcing the 
large group of American children in attendance there to go either to some private 
schools at considerable expense or to attend the regular schools maintained for 
Filipino cliildren.. Tlie latter alternative is difficult, inasm.uch as the curriculum. 
•■of these scliools does not meet the n.eeds of American children, and also because 
these schools are already very much overcrowded with Filipino cliildren. More- 
over, many American parents prefer that their (children attend an American 
school. In a conferen(;e between the Governor General and the leaders of the 
Philippine Legislature in 1925, it was agreed that the proviso might be stricken 
■out, but with, the iinderstancling that provision will be m-ade for the school needs 
-of the American, children with funds derived from sources other than the insular 
treasury. 

It is necessary, therefore, for American children here to have school facilities 
.adapted to their particular needs and that the funds for the maintenance of this 
school be derived from the United States. The j)articular source is the internal- 
revenue fund in question. There will be needed for an Am.erican school adequate 
to take care of the American children the following: An initial outlay for grounds, 
a suitable building, and equipment, $200,000, and an annual operation for salaries 
and maintenance of $65,000. Tliis last ite.m includes the cost of maintaining 
scliools in the Ari.ny and Nav}^ posts above mentioned, 

.A.GK,T(;;iJLTURAL EXPERIMENT STATIONS .A.ND .AGRICULTURAL RESEARCH 

The Filipinos are esseirfciaily an agricultural peox)]e and their main source of 
living is derived from agricultural pursuits- T.he development of the agri(»ultural 
resources lies at the foundation o.f their econom,ic welfare. Ag,ricultural ed'uca- 
tion and research ha\'e special significance here. The princ'ipal agencies for the 
promotion of agricultural interests are the farm schools under th.e bureau of 
■education and the college of agriculture of the University of the Philippines, 
the latter being the institutio.n where special study and investigation and expe.ri- 
•inentation are carried on in such subjects as composition and fertility of soils, 
■plant pathology, plant diseases, selection and propagation of grains, Tlris col- 
lege is doing excellent work but is greatly handicax)ped for want of funds. 

Several times during the past ;years an effort has been made to secure for the 
■college the benefits of the various acts of the United States Congress for the 
. promotioi.1 of agricultural and industrial education; such as, the Morrill Acts, 
the Adams Act, the Smith-Lever Act, and the Hatch Act. In order to secure 
the l)euents of these acts, action by the local legislature is necessary. The 
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board of regents in 1925 strongly recommended to the Philippine Legislature 
that the necessary steps be taken. There was no action on this recommendation. 
It was called to their attention again at the 1926 session. The proposal to seek 
this Federal aid was opposed on the ground that to do so might create tlie 
impression that the Filipinos were unable to take care of their own educational 
projects, and to accept Federal aid would imperil the aspiration of the Filipino 
people for independence by creating possible ties to the United States. Polit- 
ically speaking, it is impracticable to secure favorable legislative action, whereby 
this aid for agricultural experimentation can be obtained. The work is so great 
that it should receive help out of the internal -revenue fund under consideration. 
An annual expenditure of $75,000 to promote agricultural research and experi- 
mentation at the College of Agriculture would be of very great helj) to the 
Filipino people and do much to promote their economic welfare. 

VII. THE BUREAU OF SCIENCE 

The bureau of science in the Philippines has in the past years been conducting 
very valuable research work. The results obtained and given out to the world 
through the scientific publications that have been issued from time to time 
have made this bureau one of the recognized centers of scientific research in the 
Far East. 

It is within this bureau that the manufacture of the serums and vaccines used 
by the Philippine health service and other agencies for combatting diseases is 
carried on. Vaccines and serums for smallpox, cholera, plague, rabies, and 
rinderpest are produced here. In a tropical country it is a matter of vital im- 
portance to have these vaccines and serums standardized and produced under 
conditions where their purity and petency will be assured. 

It is also under the auspices of this bureau that a survey of the fisheries is 
being conducted. Fish and other forms of sea life constitute the most important 
food supply, and is a source of great potential wealth in the islands. 

There are also other fields of investigation vitally affecting the economic 
welfare which ought to be carried on in this bureau. The tendency here, as 
elsewhere, throughout the government*, is to eliminate the American personnel. 
An effort at this is found in the 1925 and 1926 appropriation acts which omitted 
to appropriate the supplementary salary for the American director of the bureau, 
of the chief of the division of organic chemistry, and the mycologist. It has 
been necessary, in order to keep high grade Americans in this bureau, for the 
Governor General to supplement their inadequate salares by payments out of 
his very limited discretionary fund. In order to assure the presence of a reason- 
able number of competent scientists in several important fields of activity, the 
Governor General should have at his disposal a certain amount annually from 
the internal-revenue fund. The amount that could be properly spent in this 
way is practically^ unlimited. It is believed that at least $25,000 a year should 
be set aside. Moreover, there are certain educational foundations in the United 
States that would be willing to participate in this scientific investigation and sup- 
port it if they could be assured that the bureaus would be free from an undue 
political interference. 

VIII. INVESTIGATION INTO THE CAUSE AND CURE OF LEPROSY 

The Philippine Islands have the largest leper colony in the world. The inves" 
tigations and experimentations which are carried on at the Culion leper colony 
have attracted world-wide attention. It is believed that the results being ob- 
tained there will contribute much to the ultimate eradication of this dreadful 
disease. Although there have been from time to time some objections urged by 
Filipinos to support the leprosy work, still under the pressure of the present 
Governor General a reasonable amount has been made available every year. 
The amount, however, is inadequate. In view of the very many other demands 
upon the local funds, it is not deemed wise to insist upon an increase of the 
existing local appropriation. An annual expenditure of $30,000 from the internal- 
revenue fund to supplement the present appropriation would be of very great 
value. • 

Mr. Ragon. That is exactly what I want. But can you give me 
generally what that amounts to? 

Secretary Davis. I can just give you these headings here, a sum- 
mary of this brief; but I hope the committee will read the brief, 
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beca^ise it gives the things in detail. The salaries and expenses of 
the Governor General and his advisers would amount to $80,000. 
Then there is a travel fund to be used for the promotion of inter- 
change of visits of diplomatic, consular representatives in the Far 
East, and similar visits by American officials of the Philippine govern- 
ment ; also for interchange of visits of representatives of other govern- 
ments in the Far East — $5,000. Then for salaries and traveling 
allowances of presidential appointees — that is the list that are 
provided for in the bill — the total amount now is $105,000. If this 
bill went through, that would be $150,000; and with the $6,000 to 
cover travel expenses of American personnel, it would be a total 
of $160,000. That will give that roughly. 

The Chairman. That is salaries? 

Secretary Davis. That is salaries plus traveling expenses. 

The Chairman. Of the Governor and 14 officials. 

Mr. Ragon. You said ''160,000.'' Did you mean $155,000 addi- 
tional, or is this inclusive? 

The Chairman. They are the same item. 

Secretary Davis. They are the same item, plus traveling expenses. 

''Educational facilities for American children.'' That is the ques- 
tion of the schools there. They have a good deal of trouble in getting 
schools for the American children. That is put down as $65,000, 
which would be the annual operation of the schools. 

For the promotion of educational research, experimentation and administra- 
tion and to develop an adequate staff in the central offic3 of the Bureau of educa- 
tion, for supplementing existing salaries, new salaries and travel expenses, $50,000. 

For the promotion of the teaching of English. This is to be done by supple- 
menting certain existing salaries provided for American teachers, increasing the 
number to b3 employed, especially foe the persons to work in the normal schools 
wh^re the Filipino teachers are being trained, to provide better living conditions 
for teachers in the provinces and to give additional travel allowance between the 
United States and the Philippines, $75,000. 

To develop agricultural experimentation and research at the College of Agri- 
cultuie, Los Banos. This involves the establishment of an agricultuial experi- 
ment station on the same lines as similar stations established in American uni- 
versities with the aid of the Federal Governm3nt, $65,000. 

Promotion of research in the bureau of science. This involves the providing 
of funds to supplement existing salaiies, new salaries, and travel allowances for 
specialists in certain fields of scientific investigation. It includes also the study 
of the problem of serums and vaccines with the view of thoroughly standardizing 
their manufacture. It also involves the promotion of fisheries, $50,000* 

Mr. Ragon. Are there provisions for that last item in the Phil- 
ippines now? 

Secretary Davis. They are doing a certain amount of work. I 
understand that they can not get a sufficient amount of serum. They 
are doing some research work. It is very important work in con- 
nection with these tropical diseases. The Governor General rec- 
ommends $50,000 for that fund. 

There is one other item: To promote research and experimentation in the field 
of leprosy treatment. 

They are doing a wonderful work over there. 

A few experts working independently of appointment from the Insular Govern- 
ment would be provided to study not only the treatment but the epidermology 
of leprosy— $30,000. 

Then there is a contingent fund of $10,000. The total is $590,000. 
As a matter of fact, I imagine that their revenues would not amount 
to that much. 
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Mr. R AGON. On the question of leprosy: The Governor Gerieraf 
last year, I notice in the record that I have here of the hearing 
before the Ways and Means Committee — the Governor General last 
year asked for 331,620 pesos and he was given that identical sum. 
Now, ihas the Governor General had any difficulty with reference 
particularly now to this leprosy and sanitation and getting the 
legislature to do what he wanted it to do? 

Secretary Davis. He feels that they cooperate with him, but that 
more funds are really needed to carry on the work that ought to be 
done. 

Mr. Ragon. Why didn't he ask them for those funds? 

Secretary Davis. I think he would have asked them, but he felt 
that he could not get them. 

Mr. Ragon. This says that he has been given all that he requested. 

Secretary Davis. I often don't ask for things I need because I 
know I am not going to get them. 

Mr. Ragon. Last year he asked for 3,283,918, pesos, and he got 
more than 3,239,000. In other words, he got what he asked for 
within about 40,000. 

Secretary Davis. I think the answer to that is this: Heads of 
departments know that there are certain limits to the jBigures that 
they can ask for. They have a limit in their own minds. The 
Governor General would probably have in his own mind a limit as to 
what the Philippines could spend for different things. Then he 
would ask for a sum within that limit in order to make the revenues 
equal the expenditures. You can not always ask for as much as 
you know you ought to have, simply for the reason that the revenues 
are not there. 

Mr. Ragon. I know, but that is a pretty good system there. Hero 
is the question that bothers me. From this paper — and I see no dis- 
pute of it in your record — in the expenditures under the supervision 
of the Governor General's ofHce of the Philippine public health service 
for lepros}^ appropriations they have substantially complied with 
every request he has made there from 1923 on to 1926. With refer- 
ence to the Governor General's office there has been a plus of the 
Governor General's request each year. 

Secretary Davis. May I look at these individual things? He has 
got some discussion of these individual things, and he might have 
something there about that. 

Mr. Bacon. I could say something about that leprosy situation. 

Mr. Knutson. We have only about 35 minutes left, and we are 
not discussing the bill. I think we ought to confine ourselves to the 
bill rather than the budget of the Philippine Islands. 

Secretary Davis. Here is one thing. He discusses all of these 
things. For instance, here is one: 

Local support for educational leadership denied. 

The Governor General desired to get trained experts to come over 
there, which he has not been able to do. He says this: 

During the 1926 session of Philippine Legislature this proposal was brought 
to the attention of the Filipino leaders, and they were specifically asked to make 
an appropriation of 65,000 pesos per annum to represent the local contribution 
in the effort to provide, in a cooperative way, for the much-needed educational 
leadership and research. It was also proposed that in case the local legislature 
so preferred all the necessary funds be provided locally. Both proposals were 
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received unfavorably, the principal reason being that there was no desire to 
have any further increase in the American participation in the educational work, 
nor to receive funds from the outside, for to do so would involve the employ- 
ment of American educational specialists. 

They are very much opposed to the employment of these specialists. 

Mr. Ragon. In his last report he speaks very flatteringly of the 
cooperation he has had on education. General Wood says that. 
In the last general report of the Governor General over there he has 
complimented the legislature for cooperating with him on educa- 
tional matters. 

Secretary Davis. I think he does feel that, but I think he also feels 
that more money could be spent for the benefit of the Philippines in 
getting these specialists to come over there as advisers. 

There is also the question of leprosy. That is a thing that he has 
given a great deal of attention to. He has done a wonderful work over 
there. I think he similarly feels that he has not got enough money 
to carry that on. Some of that money comes from the schools of 
America. 

Mr. Knutson. I think we ought to discuss the bill rather than the 
budget. I didn't understand that this meeting was called to discuss 
the budget of the Philippine Islands. 

Secretary Davis. I just want to answer your questions. 

Mr. Knutson. I gave up a very important committee meeting 
to come here this morning, and I think we ought to get down to a 
discussion of the bill. 

Secretary Davis. I think, to save your time, I think the whole 
thing is very fully discussed in this brief. I am going to leave it with 
the commi.ttee. 

Mr. Williams. I would like to ask, Mr. Secretary: This bill really 
takes this money that the Philippine Legislature has been spending 
and lets Congress spend the money for the affairs in the Philippine 
Islands? Is that it? 

Secretary Davis. It authorizes Congress to appropriate money 
collected from American citizens. 

Mr. Knutson. Up to the present time the Philippine Legislature 
has been spending it? 

Secretary Davis. They have in the last few years; yes. That has 
been turned over to them, as I understand, to augment their funds; 
but now they are well able to stand on their own feet. Their financial 
condition is coming along splendidly now. 

The Chairman.- Now, we have General Mclntyre and General 
PIull. I think they will stay here. We will excuse the Secretary of 
War. ' 

STATEMENT OF MAJ. GEM. JOHM A. HULL, JUDGE ADVOCATE 

GENERAL OF THE AEMY 

Mr. Ujstderhill. I hope you will all pa}^^ attention to me, because 
I also have some knowledge of this legislation. 

In reading the provisions for the establishment of the court of 
claims I wanted to ask if it did not differ from our Court of Claims 
with reference to contracts and to money annually collected on taxes 
or customs duties. 

General Hull. Arising under the construction of the laws of the 
United States? 
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Mr. llNDERHILIi. Yes. 

General Hull. It has a number of different proTisions. 

Mr. Underhill. Does this act here extend it any further than our 
present law? 

General Hull. It doesn^t go as far as our Court of Claims. 

Mr. Underhill. Well, I notice that in another section here it pro- 
vides that in the event of judgment against the government of the 
Philippine Islands, interest not exceeding 6 per cent may be allowed. 
Is that a provision of the present law? 

General Hull. The American law on that, on taxes — we recover 
from the time of taking to the date of the judgment. This is left to 
the discretion of the court. In a case not long ago, arising in contract, 
the court of claims called attention to the fact that the merchant of 
this town had been unjustly kept from that money for years, but the 
law was so peremptory that we could not give it. 

Mr. Underhill. I know that the President vetoed a bill which was 
recently passed by Congress because it did carry interest, and I know 
that in practically all the admiralty bills which we pass in the Com- 
mittee on Claims we specifically provide that interest shall not be 
paid. 

General Hull. That was that Indian claim. 

Mr. Underbill. Yes. 

General Hull. That was an exceptional matter. 

Mr. Underhill. Yes; but it has been the practice of the Claims 
Committee here not to allow interest in any case against the Gov- 
ernment. 

General Hull. Well, you allow interest now in a great many cases. 

Mr. Knutson. The gentleman is in error. The Indian Committee 
has reported out a number of what we call jurisdictional claims allow- 
ing not only what they claim, but interest from the time that the 
treaty violation took place. 

Mr. Underhill. Yes; and that was the very ground upon which 
the President vetoed that Indian bill. 

Mr. Knutson. Yes; but the President also signed a bill for the 
Minnesota Chippewa Indians where they were allowed interest. The 
President thought in this other case that the Shoshone Indians did 
not have a valid claim against the Government. 

General Hull. It is left here to the discretion of the court to handle 
this situation. If the Government unlawfully and arbitrarily in the 
misjudgment of its officials takes away from one of its citizens money 
and forces him into protracted litigation, and then years later gives 
back to him not his expenses, but simply the bare money which it 
had unlawfully taken and kept away from him for five years, it doesn't 
seem to me that you are doing wrong in allowing the court in its 
discretion to give him 6 per cent interest. 

Mr. Underhill. That is allowed in our Court of Claims. 

General Hull. Yes; not in all cases, but in some cases. In this 
bill we don't allow it in all cases, but we authorize it in the discretion 
of the court. 

Mr, Brumm. There were three bills passed the Committee on 
Mines and Mining in which they granted interests for mineral claims 
since the war. 

Mr. Underhill. I know that the Committee on Indian Affairs 
and the Committee on Mines and Mining and every other committee 
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except the Committee on Claims get most everything through no 
matter how raw it is. We can^t get anything through. 

General Hill. The modern tendency toward interest has natur- 
ally been to favor it. It was 60 years ago that these rules were 
iSrst adopted. 

Mr. Underhill. Page 6, line 17: 

No suit shall be instituted on matters arising prior to the passage of this act, 
and no cause of action shall be cognizable by the court unless suit is instituted 
within three years after the claim first accrues. 

Is three years the usual term? 

General Hull. Six years is the limitation here. I called the atten- 
tion of the chairman to the six-year rule; and he wanted three 
primarily for this reason: Six years is a very long time to wait. A 
great many of our cases are lost in the court of claims, speaking 
from the standpoint of a Government attorney, by the turn over of 
Government personnel, and the dispersion of witnesses and the loss 
of their testimony. Three years is ordinarily time enough to bring 
a suit if you are going to press it. In the Philipppines you have an 
even greater turnover and a greater dispersion of witnesses than 
you have here. 

Mr. Underhill. I am in thorough accord with this. I suggested 
two years rather than three years because of that very same thing, 

Mr. Dallinger. It is six years in the United States. 

General Hull. Six years in the United States. 

Mr. Underhill. On account of the dispersion of witnesses and 
witnesses dying, the Government is mulcted millions and millions 
of dollars. 

The Chairman. Mr. Underhill, have you finished your questions? 

Mr. Underbill. Yes. 

The Chairman. Have you anything else to state, General Hull? 

General Hull. I have one other thing that I am very sorry I 
didn^t say sooner. I might say in reference to the Court of Claims 
that the chairman asked me to write this based on the Philippine 
law, and I wrote it with the statute relating to the Court of Claims 
of the United States and the Philippine law on each side. I brought 
my work to him, and he directed me to change it around; and this is 
the final result. 

There is just one thing that has been dropped out by accident. 
That is on the top of page 4: 

In the manner hereinafter provided. 

The Chairman. Now, Mr. Guevara. 

Mr. Ragon. Are we going to hear any more testimony in favor 
of this bill? 

The Chairman. We can not hear any more in favor of the bill, 
but General Hull and General Mclntyre are here to answer any 
questions of members of the committee. 

Mr. Ragon. Is it different from what we have heard? 

The Chairman. No. 

Mr. Ragon. It strikes me thus: Upon the Philippine men here 
should not be imposed the burden of making a case against it. 

35311—27 3 
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I would like to ask a question about these salaries. 
The Chairman. General Mclntyre is more familiar with that 
than anyone else. 

Mr. Ragon. That is what I want. 

STATEMENT OF MA J. GEN. FRANK M'INTYRE, CHIEF OF THE 
BUREAU OF INSULAR AFFAIRS 

Mr. Ragon. General, the Governor GeneraPs salary at the present 
time is how much? 

General McIntyre. The Governor GeneraPs salary at the pres- 
ent time is $18,000. 

Mr. Ragon. Now, under this bill it would be increased to $25,000? 

General McIntyre. $25,000; yes, sir. 

Mr. Ragon. What are the other increases? 

General McIntyre. I can give those in a very few minutes. The 
vice governor at the present time gets $10,000. This increases his 
salary to $15,000. 

Mr. Ragon. Just right there: What are his duties? 

General McIntyre. The vice governor is head of the department 
of education, which has all to do with the functions of education and 
sanitation. Also the vice governor acts in the absence of the gov- 
ernor. 

Mr. Ragon. And his salary is $10,000? 

General McIntyre. $10,000. 

Mr. Ragon. And you increase it to $15,000? 

General McIntyre. Yes. Now, before 1916, before the salary 
was reduced, he got, that is, the member of the commission who 
corresponded to his position, got a salary of $15,500; so this doesn't 
put him back to quite where he was 15 years ago. 

Mr. Ragon. All right. Now, I want to say this before I go any 
further: I am in favor, and I think this committee is unanimously in 
favor, of increasing the Governor GeneraPs salary; but these other 
men — I am asking for information. I don't know about them. 

General McIntyre. I am going to refer to them. For instance, 
this year we hope that General Wood will come home partly on 
business and partly to rest. That means that the vice governor, on 
a salary of $10,000 per annum, would perhaps be running the govern- 
ment for, say, six months. That is a condition that occurs right 
along. The vice governor is frequently acting as governor without 
any increase of salary. So that there are many reasons why it is 
necessary to raise his status. 

Mr. Knutson. To exemplify, let me ask this question: Is either 
the governor or the vice governor allowed anything for entertainment 
purposes? 

General McIntyre. The Governor General is; the vice governor 
is not. 

Mr. Knutson. Then he certainly ought to have $15,000, because 
he has got to do a lot of entertaining. 

Mr. Ragon. For entertainment purposes he would have the fund 
that is given the Governor General. 

General McIntyre. When the governor is gone, yes. 

Mr. Gilbert. Let me call the attention of the gentleman from 
Arkansas to the fact that $25,000 spent in the Philippine Islands has 
a purchasing power fully equal to $60,000 in the United States. 
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General McIntyre. That is not our experience. 
Mr. Gilbert. That is my personal experience. 
General McIntyre. I have been appointing school teachers to the 
Philippine Islands for 18 years. When a man comes to me and asks 
to be appointed as a school teacher or secretary or anything like thaty 
I advise him that he is making a serious error to accept a position in 
the Philippine Islands unless he gets at least 50 per cent more salary 
than he did in the United States. I have been reproached for put- 
ting it too low rather than too high. A man leaves his home and 
leaves his interests when he goes out there. 

Now, that ratio depends a good deal on the location of the man 
and somewhat on the man's methods of hving; but in Manila a 
man spends just about the same that he does in the United States. 
In the Provinces he spends a great deal less, but most of these men 
reside in Manila. 

Mr. Gilbert. I would not put my knowledge against that of 
General McIntyre, who is a man of great ability; but I noticed that 
in Manila clothes, shoes, anything that you buy, could be bought 
for at least half the price that they could be bought in the United 
States for. 

General McIntyre. That is true of some articles, such as cloth- 
ing — of course a man wears less clothes there— and other little 
things of that nature. But, of course, when a man comes home he 
has got to have winter clothes as well as summer clothes. When 
he comes home frequently he goes from tropical to very cold weather. 
The Chairman. General McIntyre, has the War Department 
indorsed these salaries that are fixed in this bill? 

Mr. II AGON. I would like tO" proceed with this inquiry as to 
salaries. 

The Chairman. Yes. 

Mr. Ragon. What is the salary of the other officers? 
General McIntyre. The next officer is the auditor. The auditor 
receives $6,000. Now, I might say that we have great difficulty in 
getting an auditor for $6,000. 

Mr. Ragon. He gets also $4,000 added to that $6,000? 
General McIntyre. Yes. That was added to the auditor's 
salary. The salary was too low. Mr. Weeks, when he appointed 
the last auditor, promised him — he said, ^^l appreciate that the 
salary is inadequate, but I will do everything possible to get you a 
salary of at least $10,000. '^ The man has been appointed with that 
understanding. So the department has uniformly thought that 
$6,000 was too little. 

Mr. Ragon. How much does he get under this bill? 
General McIntyre. He will get $10,000, which he now gets; but 
that will avoid that indirect way of paying it. 

Mr. Ragon. Do you think that his position is less important 
than that of the vice governor? 

General McIntyre, I think so. I think so because of the fact 
that the vice governor must act as governor. Then he has two big 
departments — education and health — to take care of. 
Mr. Ragon. Now, the next are the associate justices. 
General McIntyre. The associate justices— this bill recommends 
increases of the associate justices' salaries to what you have just 
fixed for a district judge of the United States. It gives the chief 
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justice $500 less than you have just given the circuit court judge in 
the United States. Of course, these were not recommended with that 
in view. We had recommended those long before you had made 
those changes. But Congress has just increased the salaries of the 
United States judges but has not increased the salaries of these 
judges. 

Mr. Ragon. What are their present salaries? 

General McIntyre. The present salary os $7,500. The chief 
justice gets $8,000. 

Mr. Ragon. What does the chief justice get under this bill? 

General McIntyre. We propose to give him $12,000 and the- 
assistant justices $10,000. 

Mr. Ragon. General, do you know how that corresponds generally 
with the State supreme courts? As I see it, they might well be 
compared with them. 

General McIntyre. The State supreme courts vary so much. 
Eor instance, in New York State they get a much larger salary than 
in most of the other States. In some States they get a very much 
lower salary. 

The Chairman. The Pennsylvania judges receive twice that 
amount. 

Mr. Bacon. In New York they get $25,000 and extras, which 
brings it up to about $27,500. 

Mr. Ragon. I am not questioning these salaries. As I under- 
stand it, the governor appoints all these supreme court judges? 

General McIntyre. No; the President. 

Mr. Ragon. I mean the President. 

General McIntyre, Yes. The President appoints them all. 

Mr. Ragon, How much do those men get corresponding to Cabinet 
officers? For instance, they have over there a man who corresponds 
to the Secretary of State and Secretary of the Treasury, and auditor, 
etc. What are their salaries? 

General McIntyre. I can give you that in just a minute, if you 
will permit me to look it up — $6,000 per annum. 

The Chairman. Mr. Ragon, you understand that we are only 
raising the salaries of the presidential appointees? 

Mr. Ragon. I will say this, to General McIntyre and the members 
of the committee: One of the features to which objection was raised 
by the Ways and Means Committee, where they refused to report 
this bill out, one of the objections they raised there was the fact that 
the American Government was increasing the salaries of these officials 
so much out of proportion to what the Philippine government was 
paying that the Philippine government would naturally have to 
increase their salaries or there would be naturally discontent over 
there. That was the reason why they objected to it. 

The Chairman. Of course, we are only increasing our own officials. 

Mr. Ragon. I understand, but is it a healthy thing for us to walk 
over there and give our officials a big increase, while men who are 
officials of the Philippine government, doing practically the same 
responsible work, get a great deal less? 

The Chairman. But we can not get the type of men that we ought 
to have to go over and take these jobs unless we pay them well. 

Mr. Ragon. I am asking about this feature for information. If I 
am doing wrong in this questioning, tell me so; but several members 
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from both parties have asked me to proceed since I have been^ going 
on. I think it is important. In the first place yon are going to 
have to explain why we passed this bill our of here when the Ways 
and Means Committee have refused it twice. 

The Chairman. The Way and Means Committee have not refused 
it at all. 

Mr. Ragon. They have. 

Mr. Dallinger. While he is looking that up: Congress recently 
did overwhelmingly vote to pass a bill increasing the Federal judges 
in spite of the attempt of a small minority to oppose it in the House 
on the very ground that the gentleman from Kentucky has stated,, 
that the State judges receive very much smaller salaries in many States. 

Mr. Ragon. Now, these other officers — the point I am trying to 
make — I don't want you to misunderstand me — the point I am trying' 
to make is this: When you increase the salaries of these men that 
we send over there, what is going to be the effect on the Philippine 
government with reference to its men that hold almost equally 
responsible positions? That is something that the committee has 
got to take into consideration. 

Mr. Hudson. Won't that same thing hold true with reference to 
the Federal and State salaries? 

Mr. Beedy. Mr. Hudson was asking a question here. I don't 
know what it was, now 

Mr. Hudson. My observation was to Mr. Ragon, in reply to Mr. 
Ragon's inquiry as to creating this discontent if we would raise the 
salaries of one group of officials when we are not touching the salaries 
of another group of officials, and which, in fact, we have no right 
to touchj of course, of the Philippine officials there — we have no 
right to touch their salaries — but the same question could apply to 
us when we are raising the salaries of Federal officials. Those 
officials out there are similar to State officials in these States. We 
might say that we are raising discontent in the State officials. 

Mr. Ragon. Well, we have a right, as I understand it, to raise 
those salaries if we want to. 

Mr. Bacon. We have a right to raise those. 

Mr. Hudson. But we haven't a right to raise the salaries that 
are fixed by the Philippine Legislature. 

Mr. Ragon. I think we have a right to do that. 

Mr. Hudson. They wouldn't want us to do that. 

Mr. Ragon. I don't think they want us to do this. 

The Chairman. May I answer that question? These are the only 
salaries that were fixed in the Jones Act; and if we were to start 
fixing their salaries, it seems to me we would be getting into trouble. 
We are only fixing salaries which are mentioned in the Jones Act, 
which applies only to presidential appointees. 

Mr. Ragon. It is just a question of — of course, the great criticism 
is that you are raising one set of salaries and you don't raise the 
other set. 

The Chairman. I have indicated the differentiation. They are 
different classes. 

Mr. Ragon. They are cabinet officers and some are sitting in the 
supreme court. 

The Chairman. The fact remains, . Mr. Ragon, that this is a 
question of the salaries — let us get this straight— this is not a new 
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question — the War Department, which really knows more about it than 
probably any member of the committee. Secretary Baker, Secretary 
Weeks, all the Secretaries, including Mr. Davis, have consistently 
recommended increasing these salaries in order to get the right kind 
of men. General Mclntyre insists upon it. I asked him whether 
they were too high, and he said that he thought they were very 
reasonable salaries. They are fixed in the bill on the recommendation 
of the War Department. 

Mr. Ragon. That is what I am trying to investigate. My idea 
is if men are living in the Philippine Islands they are available for 
appointment to the supreme court. That puts an entirely different 
light on it. You are increasing the judges' salaries because you have 
the same here as over there. 

Now, the members of this committee of course — for instance, a very 
able brief was sent in in the Ynchausti case. It looks to me as if 3^ou 
have some pretty good lawyers over there. A man who holds public 
office isn't getting very far. I would like to see those men picked from 
the lawyers in the Philippines. But isn't the increase of these salaries 
all out of proportion to the men that we send over there, corresjjonding 
to our own Cabinet? That is my objection. 

The Chairman. As I understand it, you do not object to the gov- 
v©rnor, vice governor, etc., but you object to the salaries of the judges 
being raised. 

Mr, R AGO IV. Yes. Those salaries in the courts. 
General McIntyre. May I say about the courts: If you are going 
to appoint an associate justice of the Supreme Court of the Philip- 
pine Islands, the chances are that you will have to select him over 
here, unless you select a Filipino. That is, there are four places on 
the court that have been uniformly reserved for Filipinos. Those 
are supposed to be the four outstanding Filipinos, the heads of their 
profession in the islands; that is, the pick of all the men. Of course, 
for the Americans you want at least equally as good men. You 
have before you a brief of Judge Fisher on this and certain other 
features of this bill. 

Now, we appointed Justice Fisher justice of the Supreme Court of 
the Philippines, but he refused. We could not get him. 

Mr. Ragon. How many of those men that you have appointed 
over there have you picked over there and how many have you sent 
over there? How many of them have you appointed who at the time 
that they were appointed lived in the Philippines? 

General McIntyre. There is a man in the court now who lived in 
the Philippines at the time he was appointed in that service, but some 
of them were appointed judges of first instance. Then they acquired 
the language and the laws of the islands and then they were pro- 
moted. Now^, for instance, you have Justice Malcolm, who was 
appointed first to a subordinate position over there. Judge Ostrand 
was a judge of first instance, but when he was appointed to the 
supreme court, he was judge of one of the courts of Santo Domingo, 
Justice Street was appointed originally one of the code commissioners, 
a commission of lawyers to codify the laws of the Philippines. Then 
he was made a justice of the supreme court. 

Mr. Ragon. How long had he been over there when he was 
appointed? 
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General MclNTyBE. He had been there about three years when he 
was appomtecl justice of the supreme court, but he had never practiced 
outside. I don^t think that any men on the courts now have ever 
practiced as a practicing lawyer in the Philippine Islands; that is, 
any of the Americans on the court. They have all been promoted or 
sent over there. The last vacancy was filled by Justice Johns — he 
was sent out from the United States to the islands. 

Mr. Ragon. Of course, you don't mean the Filipinos? They 
were natives? 

General McIntyre. Naturally; they are local. Most of those 
have been promoted in the service. It is difficult to get the very 
successful men. 

Mr. Dallinger. How~ many of them are there on the supreme 
court? 

General McIntyre. There are 9 altogether, 5 Americans and 4 
Filipinos. The chief justice is a Filipino and has been since the 
organization of the court. 

Mr. Ragon. It is considered a rather able court? 

General McIntyre. Yes, sir. It has always been so considered; 
and they try to keep it up. 

Some years ago they went through this that we are now doing. 
At the urgent request of Justice Taft, because he could not keep the 
court over, the salaries of those officials were increased. They were 
then lowered subsequently, so that what we are now asking is to 
put them back to what they were some years ago. 

Mr. Beedy. Is this as high as they were then? 

General McIntyre. I think so. I can give you the exact salaries. 
In 1913 the salaries were lowered, between 1913 and 1916. In 
1916 we fixed the lowest salaries that they should receive. 

Mr. Beedy. Isn't there anybody here who can tell the com- 
mittee what the present officers there corresponding to our cabinet 
officers are getting? 

General McIntyre. Yes. I can get that in a minute. 

Mr. Ragon. I think it is $6,000. 

Mr. Guevara. The secretaries, the department secretaries, 
corresponding to the Cabinet here, get $6,000. 

The Chairman. Of course, we haven't any positions here to com- 
pare to the governor's secretaries. 

Mr. Ragon. Have you given them the duties that they ought to 
perform? I can't see why the attorney general should not be as 
important as anybody over there. The vice governor is practically 
fulfilling the duties of a secretary, and you are increasing his salary 
to $15,000. 

General McIntyre. Over here the attorney general runs his 
department. Over there the attorney general — ^you have a secre- 
tary of justice and the attorney general is not the head of the depart- 
ment. 

Mr. Dallinger. He is more like a solicitor general here? 

General McIntyre. Yes. 

Mr. Ragon. Doesn't he defend cases against the government? 

General McIntyre. Yes. 

Mr. Ragon. Doesn't he handle all of the government's practice? 

General McIntyre. Yes; but he is not the head of the department. 
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Mr. Ragon. He represents that department? He is the person 
who represents it? 

Mr. Beedy. No. There is a secretary who represents the depart- 
ment except in court. 

Mr. Ragon. What is the difference? Who is their attorney gen- 
eral over there? 

General McIntyre. The attorney general is now Mr. Jaranilla. 

Mr. Ragon. Is he what you call the secretary of justice? 

General McIntyre. No. The secretary of justice is the head of 
the department of justice and is one of the cabinet. 

Mr. Ragon. That is the salary that I want. 

Mr. Guevara. $6,000. 

The Chairman. General McIntyre, you are familiar with all the 
provisions of this bill, because it was gone over by your ofBce? 

General McIntyre. Yes. 

The Chairman. Do you approve of the other sections besides the 
salaries? 

General McIntyre. Yes. This bill has been carefully gone over, 
and I find absolutely nothing in it that I disapprove. 

The Chairman. You have taken out the features which the War 
Department thought ought not to be in. That is what I wanted to 
bring out, Mr. Ragon. What I wanted to bring out is that this bill 
is so different from the bill that this committee reported at that time. 
There were some things that there was some controversy about, but 
General McIntyre says now that the War Department indorses every 
feature that is in the bill. That is what I wanted the committee to 
know. 

Mr. Ragon. Did he indorse the bill that was presented last year 
to the Ways and Means Committee? 

General McIntyre. Yes; but that was one part of the bill. 

Mr. Ragon. Have you indorsed the bill introduced before the 
Ways and Means Committee this year, the one that Mr. Kiess 
introduced this session? 

General McIntyre. Yes, sir. Practically the same bill. 

The Chairman. It is the same. 

Mr. Ragon. Then, I want to ask the chairman this: Why is it 
that if the Ways and Means Committee after this bill was introduced 
had it referred to them, why has it come back to us? 

The Chairman. The reason that this has come back to us is that 
the major portion of this bill is for the Insular Affairs Committee. 
We had another question of that kind and the parliamentarian decided 
that the practice of the House is that when the major portion of the 
bill is under the jurisdiction of a committee, that the bill goes to that 
committee. I did not want the other bill to go to the Ways and 
Means Committee, because I think the Committee on Insular Affairs 
is competent to deal with questions relating to the Philippines and 
Porto RicO) but the parliamentarian decided we were not entitled to 
have that bill. 

Mr. Bacon. The parliamentarian is mistaken. 

Mr. Beedy. What has happened here? Where was this committee 
and where was the chairman when a matter concerning particularly 
our province was without protest referred to the Ways and Means 
Committee? I didn't know anything about it. 
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The Chairman. It wasn't referred without protest. 

Mr. Hudson. The Chairman protested. The parliamentarian made 
a mistake m referring the bill. Then it was rereferred back here. 

The Chairman. After it was reintroduced. 

Mr. Hudson. It was all properly done, so that that committee has 
not considered this legislation, of course, at all. 

The Chairman. Who hasn't considered it? 

Mr. Hudson. The Ways and Means Committee. 

The Chairman. At this session? 

Mr. Beedy, At any session. 

Mr. Ragon. May I make this point? 

The Chairman. Certainly. 

Mr. Ragon. Isn't it a fact that we had a controversy with mem- 
ber^ of the Ways and Means Committee with reference to this bill? 
This session, the parliamentarian having referred that bill over there, 
the only way we could get control of this bill was to reintroduce it as 
jomt bill, with the other bill. 

The Chairman. The facts are that these are both my bills. In the 
last session a similar bill was referred to the Ways and Means Com- 
mittee. I took this bill to the Speaker and to the parliamentarian, 
taking the position that it really was in the jurisdiction of this com- 
mittee. 

Mr. Ragon. At the last session. 

The Chairman. No; this time. The parliamentarian, the Speaker, 
and Mr. Green, chairman of the Ways and Means Committee, agreed 
that we were entitled to this bill, and that was the way that I 
understood it was to be referred when I introduced it. 

Mr. Beedy. That doesn't quire satisfy me. I am not so much 
concerned m what happened this session; but how did it happen at 
the last session that this bill went over there to the Ways and Means 
Committee to be considered when it is our business, and no protest 
made last session? 

The Chairman. I thought at the time that it belonged to this 
committee. 

Mr. Beedy. Was any protest made last session? 

The Chairman. Not on the floor. 

Mr. Beedy. Anywhere? 

The Chairman. Yes; I protested. I thought it should go to the 
Committee on Insular Affairs. 

Mr. Beedy. And the parliamentarian overruled your protest? 

The Chairman. Some one did. 

Mr. Hudson. I would like to ask this question of the chairman. 

The Chairman. Yes. 

Mr. Hudson. Are we to have General Mclntyre at a further 
hearing? 

The Chairman. I am going to ask General Mclntyre and General 
Hull to be here to-morrow to answer any questions. 

(Thereupon, after some informal discussion, the committee ad- 
journed at 12.10 o'clock p. m. until to-morrow, Friday, Februarv 4, 
1927, at 10.30 o'clock a. m.) 
35311—27 4 
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House of Representatives, 
Committee on Insular Affairs, 

Friday, February 4, 1927, 
The committee this day met at 10.30 o^clock a. m., Hon. Edgar 
R, Kiess (chairman) presiding, for further consideration of H. R. 
16868, which is a bill to clarify and amend existing laws relating to 
the powers and duties of the auditor for the Philippine Islands. 

The Chairman. We will continue our hearing on H. R. 16868 
this morning, by hearing Mr. Guevara, Philippine Resident Com- 
missioner. 

STATEMENT OF HON. PEDRO GUEVARA, A RESIDENT COMMIS- 
SIONER OF THE PHILIPPINE ISLANDS 

Mr. Guevara. Mr. Chairman, it is with much regret that I 
appear before the committee this morning to oppose the bill under 
consideration, especially because it was introduced by you. I hold 
the chairman of this committee in high esteem and I only wish I 
may find my way, if not at present, then sometime in the future, 
clear to again appear before this commttee and advocate some bill 
bearing his name. However, as I have said, I am opposed to H. R. 
16868, on the following grounds: First, it increases the power of the 
auditor of the Philippine Islands and unnecessarily enlarges his 
jurisdiction; second, it amends the Jones law of the United States, 
revoking a policy initiated by the Congress itself and which has been 
followed during the last 24 years; third, it creates two kinds of 
bureaucracies in the Philippine government. One part is by the 
Government of the United States and one part is b}^ the Philippine 
government, which will be an obstacle in the long run in the way 
of harmony and cooperation between the several branches of the 
government. 

H. R. 16868 would amend section 24 of the Jones law which was 
approved August 29, 1916. A comparison of the wording of section 
24 of the Jones law with H. R. 16868 will show members of the 
committee a very slight change in wording. The only change that 
members of the committee may find is the insertion on page 2, line 1, 
of the words ^^and claims.'^ 

Therefore if the proposed bill is enacted into law, section 24 of 
the Jones Act, which was approved on August 29, 1916, will read 
as follows: 

That there shall be appointed by the President an auditor, who shall examine, 
audit, and settle all accounts and claims pertaining to the revenues and receipts 
from whatever source of the Philippine government and of the provincial and 
municipal governments of the Philippines, including trust funds and funds 
derived from bond issues; and audit, in accordance with law and administrative 
regulations, all expenditures of funds or property pertaining to or held in trust 
by the government or the Provinces or municipalities thereof. He shall perform 
a like duty with respect to all government branches. 

There is another amendment in H. R. 16868 which provides that 
the auditor — 

shall perfoim a like duty in respect to all government branches, and all corpo- 
rations of which the government, or sluj province or municipality thereof, owns 
a majority of the capital stock. 

The amendment to section 24 of the Jones law ma,y be divided 
into two groups. 
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It gives jurisdiction and authority to the auditor to examine, audita 
and settle not only all accounts but also all claims pertaining to the 
revenues and receipts from whatever source of the Philippine gov- 
ernment and of the provincial and municipal governments of the 
Philippines^ including trust funds and funds derived from bond 
issues. 

The second group provides that the auditor shall examine, audit, 
and settle not only all accounts but also all claims in respect to all 
corporations of which the government, or any Province or munici- 
pality thereof, owns a majority of the capital stock. 

For a better understanding of the far-reaching importance of the 
amendment siggested to section 24 of the Jones law, I desire at this 
time to quote for the information of members of the committee the 
legal definition of the word ^^ claims.'^ ''Claims,'' according to 
several decisions of the Supreme Court of the United States and the 
supreme courts of several States of the United States, means to assert 
a personal right to any property or any right; to demand the posses- 
sion or enjoyment of something rightfully one's own, and wrongfully 
withheld. That definition is taken from Hill v. Henry (66 N. J. Eq, 
150; 57 Atl. 555). 

Again, in Lawrence v. Miller (2 N. Y. 245, 254) it was held that a 
claim is a right or title, actual or supposed, to a debt, privilege, or 
other thing in the possession of another; not the possession, but the 
means by or through which the claimant obtains the possession or 
enjoyment. 

In the case of Prigg v. Pennsylvania (16 Pet. 615, 10 L. Ed. 1060), 
it was held that a claim is, in a just, juridical sense, a demand of some 
matter as of right made by one person upon another to do or to 
forbear to do some act or thing as a matter of duty. A more limited, 
but at the same time an equally expressive definition, was given by 
Lord Dyer, when he said that a claim is a challenge by a man of the 
propriety or ownership of a thing, which he has not in possession, 
but which is wrongfully detained from him. 

According to these legal definitions I have quoted from the de- 
cisions of the Supreme Court of the United States and supreme 
courts of several States of the Union, the word ''claim'' comprehends 
and embraces all rights or demands that any person may make. 
For instance, if this bill is enacted into law all disputes about taxation 
will be settled by the auditor instead of by the official now designated 
by law to do so in the Philippine Islands. 

The Chairman. If I may, I will call your attention to the fact 
that in the new bill we have cut out the provision "including refunds 
of taxes and customs" which is now in the bill on the calendar and 
which we reported out on June 3 last. Therefore, your reference to 
the tax matter does not apply to the bill H. R. 16868. The bill 
which we reported out in June contained the words I have just 
quoted, but there was considerable opposition to them, and that is 
one of the places where we have tried to meet your objection and also 
the objection of Mr. Fisher, who prepared that brief. 

Mr. Guevara. In fact, Mr. Chairman, I believe the insertion of 
the word "including refunds of taxes and customs" in the former 
bills are unnecessary to accomplish the same end if this bill is passed 
with the words "and claims" in it. 
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Mr. Sabath. There is no provision in there that these claims 
should not have reference to any taxes. We merely struck that out 
of the old bill, but the word '* claims'' might be construed under the 
ruling of the Supreme Court of the United States to include demands 
for overpayment of taxes that have been levied and collected. 

The Chairman. I might say to the members of the committee that 
it was supposed the auditor had jurisdiction over claims, and the 
debate that occurred in the Senate and the House when the Jones bill 
was under consideration clearly indicated that it was the intention 
at that time that all claims should be audited by the auditor. That 
is one of the things H. R. 16868 would clarify. 

General Hull. If I may speak, we may find in section 584 of the 
Revised Administrative Code of the Philippine Islands of 1917, the 
law covering the general jurisdiction of the bureau of audits. It 
says : 

The authority and powers of the bureau of audits extend to and comprehend 
all matters relating to accounting procedure, including the keeping of the ac- 
counts of the government, the preservation of vouchers, the methods of account- 
ing, the examination and inspection of the books, records, and papers relating 
to such accounts, and to the audit and settlement of the accounts of all persons 
respecting funds or property received or held by them in an accountable capacity , 
as well as to the examination and audit of all debts and claims of any sort due 
from or owing to the government of the Philippine Islands in any of its branches. 

The said jurisdiction shall also extend to all corporations established and 
organized in accordance with the laws of the Philippine Islands wherein the 
government of the said islands or any of its branches owns the majority of the 
stock. In the exercise of this jurisdiction the insular auditor shall act as the 
ex-officio auditor of the said corporation and as such he is empowered and 
authorized, with the approval of the board of control, composed of the Governor 
General and the presidents of both houses of the Philippine Legislature, to 
appoint a representative in the said corporation. The insular auditor, with the 
approval of the board of control above mentioned, shall have the right to appoint 
and fix the salaries and the number of the personnel to assist said representative 
in his work. The expenses for the maintenance and operation of his office 
shall be paid by the corporation concerned. 

Mr. Bacon. That is the same law that was passed by the Philip- 
pine Legislature? 

General Hull. Yes. 

The Chairman. The word '* decide'' appeared in H. R. 11617, 
but, at the suggestion of General Hull, we struck it out. We have 
tried to meet these objections in H. R. 16868, and that is the reason 
I invited Mr. Guevara's attention to the fact that I thought he was 
talking about something that was not in fact a part of H. R. 16868. 

Mr. Knutson. Tell me how claims against the government in the 
Philippines are settled now. 

Mr. Guevara. They are settled by diifferent agencies created by 
law. For instance, claims by reason of excessive tax on real estate 
are settled by a municipal board, and the right of appeal to the pro- 
vincial board and from there to the chief of the executive bureau, 
whose decision is final, lies. 

Mr. Williams. Who are the executive board? 

Mr. Guevara. The head of the executive bureau is known as the 
chief of the executive bureau. Through the executive bureau is 
exercised, conformably with law, the administrative supervision and 
control of the secretary of the interior over Provinces, municipalities, 
chartered cities, and other local political divisions, not being in the 
territory under the administrative supervision of the bureau of non- 
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Christian tribes. The executive bureau is in charge of most of the 
affairs. 

Mr. Williams. How is that bureau created? 

Mr. Guevara. By a law of the Phihppine Islands. 

Mr. Knutson. Is it an appointive or elective body? 

Mr. Guevara. The chief of that bureau is appointed by the 
Governor General by and with the advice and consent of the senate. 

The Chairman. I desire to call attention to the fact that our law, 
since 1817, always refers to ^'accounts and claims.'^ We are not 

!)utting into H. R. 16868 anything that we do not have in our own 
aw of the United States. I would not have the impression go abroad 
that we are trying to put something in a law to govern the Philippine 
Islands that we do not have here. Our Federal law conforms to the 
bill under consideration. In fact, one of the purposes of H. R. 16868 
is to harmonize the accounting system there with our own accounting 
system. 

Mr. Bacon. And this provision conforms with the law passed by 
the Philippine Legislature itself. 

Mr. Guevara. I am very glad to have these questions propounded, 
because they lead us to a clarification of the objects and doubts that 
may arise in the interpretation of the wording of the bill now under 
consideration. However, I wish to make this observation to the 
committee: If having a law in the Philippine Islands at this time, 
why should the Congress of the United States enact a law supplant- 
ing the law enacted by the local legislature, if that is the case? If 
the Philippine law itself covers what is intended to be done by H. R. 
16868, the Congress of the United States is wasting its valuable time 
by discussing proposed laws which are already in force in the Philip- 
pine Islands. 

The only thing that could justify a consideration of this bill, despite 
the fact that there is now in force in the Philippines a law with the 
same provisions, is that the Congress desires to absorb the authority 
it has given to the Philippine Legislature. 

The Chairman. The Philippine Legislature has no power to modify 
or change the Jones Act in any respect. If any change is to be made 
in that law it must be made by the Congress of the United States. 
In other words, the Jones law would have to be clarified by the power 
that made it and that is the Congress of the United States. 

Mr. Hudson. After a period of 16 years it is not strange that we 
paay need legislation to clarify and amplify the legislation, although 
it does not change it in its substantial effect. 

The Chairman. Take our own case; we are amending and supple- 
menting our own laws every day. 

Mr. Sabath. Has anything occurred in the Philippine Islands that 
requires the clarification of the so-called Jones Act in this respect? 

The Chairman. Yes; there have been disputes between the auditor 
of the Philippine Islands and other branches of the government. 

Mr. Sabath. Do those disputes have to do with allowing and 
rejecting of claims? 

The Chairman. Yes; and we desire to make the authority and 
responsibility perfectly clear. 

Mr. Sabath. You want it made clear that the auditor shall have 
the right to pass upon all claims? 
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The Chaieman. Yes; and in order to make it easier for the Fih- 
pinos to appeal from the decision. There is a method of appeal pre- 
scribed in section 25, of Senate No. 381, Sixty-fourth Congress, which 
is the so-called Jones Act, and that is not disturbed by H, R. 16868. 
Then we create a court of first instance so that those people may 
appeal to the court for further determination, just as we have rights 
of appeal in the United States. We are following as closely as Vv^e 
can our own methods. Of course there are certain conditions that 
are different in the two countries, and make it impossible for us to 
build up in the Philippine Islands certain tribunals that are essential 
to the United States. We would give the auditor of the Philippine 
Islands the power we would give a comptroller general if there was 
such an official in the Philippine Islands. There is nothing in this 
provision having to do with an auditor except to clarify the present 
law. 

Mr. Sabath. H. R. 16868 would give him not only power to exam- 
ine, audit, and settle all accounts pertaining to the revenues and 
receipts from whatever source of the Philippine Government and of 
the provincial and municipal governments of the Philippines, includ- 
ing trust funds and funds derived from bond issues, but it would give 
him the right to examine, audit, and settle all claims pertaining to the 
same things. 

The Chaieman. That is the law in the United States. This sec- 
tion of H, R. 16868 is the present law, word for word, except the 
words ^^and claims^' have been added. 

Mr. Hudson. But we do provide for an appeal. 

The Chairman. Yes. 

Mr. Sabath. The commissioner is objecting to the inclusion of the 
words ^^and claims. '' 

The Chairman. Yes. General Hull has just read to us the gen- 
eral jurisdiction of the bureau of audits of the Pliilippine Islands. 
He read from the Revised Administrative Code of the Philippine 
Islands of 1917. 

Mr. Sabath. I would not create more government departments 
and stir up further litigation. I would have this matter simplified 
in the best way possible. 

The Chairman. H. R. 16868 would, we believe, save litigation. 

Mr. Gilbert. H. R. 16868 provides that the auditor of the Philip- 
pine Islands shall, examine, audit, and settle all accounts and claims 
pertaining to the revenues and receipts, from whatever source, of the 
Philippine government and of the provincial and municipal govern- 
ments of the Philippines, including trust funds and funds derived from 
bond issues; and audit, in accordance with law and administrative 
regulations, all expenditures of funds or property pertaining to or 
held in trust by the government or the provinces or municipalities 
thereof. Further, he shall perform a like duty in respect to all 
government branches and all corporations of which the government, 
or any province or municipality thereof, owns a majority of the 
capital stock. 

The Chairman. We would want him to do that. 

Mr. Gilbert. No, sir. My question is simply whether his per- 
forming a like duty in respect to all government branches and all 
corporations of which the government, or any province or munici- 
pality thereof, owns a majority of the capital stock is not an enlarge- 
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ment of his powers. Has the auditor that control over all corpora- 
tions now of which the government, or any province or municipality 
thereof, owns a majority of the capital stock? 

The Chairman. General Mcln tyre has just called my attention 
to the present law of the Philippine Legislature, which says that 
'Hhe said jurisdiction shall also extend to all corporations established 
and organized in accordance with the laws of the Philippine Islands 
wherein the government of the said islands or any of its branches 
owns the majority of the stock. '^ That is taken from section 584 of 
the Revised Administrative Code of the Philippine Islands for 1917. 
Therefore, we are not changing the law. That provision is in the 
Administrative Code of the Philippine Islands now. We copied the 
provision you have just quoted from the Administrative Code of the 
Philippine Islands and put it in this bill. 

Mr. Gilbert. I am somewhat familiar with the social conditions 
in the Philippine Islands, and I have been trying to enlighten myself 
as to the legislative situation there. I took the so-called Jones 
law of August 29, 1916, and H, R. 16868 last night and sought to 
find the changes in them. 

General McIntyre. The duties of the auditor of the Philippine 
Islands are carefully set forth in detail in the administrative code, 
which was in existence w^liea we passed the Jones law. There was no 
disposition to change the duties of the auditor, and they put that 
provision in the Jones law because the auditor was appointed by the 
President of the United States, and it was apparently deemed advis- 
able to set forth briefly his duties. If you will read the Administrative 
Code of the Philippine Islands you will learn that the most important 
duties the auditor of the Philippine Islands performs are those 
imposed upon him by the Philippine Legislature. For instance, a 
contract can not be entered into if it involves more than a certain 
sum of "money, which is quite limited, unless the auditor, of the 
Philippine Islands certifies that the money to pay for it is available. 
In other words, the auditor of the Philippine Islands keeps the 
government from getting^ into debt and protects it otherwise. That 
law was passed by the Philippine Legislature. 

Mr. Gilbert. That matter is now controlled by the Philippine 
Legislature and is subject to appeal. However, if we pass H. R. 
16868 it will not be subject to their appeal. In other words, we are 
putting into an act of the Congress of the United States a provision 
■which is not in the Jones law, but we are now putting it in our law, 
and thereby removing it from their control. If H. R. 16868 should 
become a law the people of the Philippine Islands would not have the 
right to appeal as they have it to-day. Do you understand my 
distinction? 

General McIntyre. Yes; but this v/as in the Jones law. 

The Chairman. We are putting into the Jones law what the 
Filipinos have already put into their law. 

Mr. Williams. Does the administrative code give the auditor of 
the Philippine Islands authority to settle claims like this bill does? 

General McIntyre. Yes; he does it under the law. I personally 
do not think the word ^^ settle^' is in the Jones law. It is in the 
administrative code, and the auditor does in fact settle these claims 
now. 

The Chairman. There is no change in that respect? 
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General McIntyre. No. 

Mr. Bacon. The word ''settle'' is in section 24 of the so-called 
Jones Act. 

Mr. Brumm. Let us have from H. R. 16868 the section that cor- 
responds to section 24 of the Jones Act. 

The Chairman. H. R. 16868, down to page 9, is in exactly the 
same words as the Jones Act, with the exception that H. R. 16868 
contains the words ^'and claims.'' That is the only thing that has 
been added. The words ''and claims" is in the administrative code 
of the Philippine Islands and we are quoting exactly their language 
and not putting in something that is not supposed to be there. 

Mr. Sabarh. Why insert those two words in H. R. 16868? 

Mr. Bacon. Because the auditor of the Philippine Islands is an 
appointee of the President of the United States and it is necessary 
for his duties to be clearly defined . 

The Chairman. General McIntyre and General Hull have just 
called my attention to the fact that in the present Jones law, in section 
25, which would not be amended, are these words: 

That any person aggrieved by the action or decision of the auditor in the 
settlement of his account or claim may, within one year, take an appeal in writing 
to the Governor General, which appeal shall specially set forth the particular 
action of the auditor to which exception is taken, with the reason and authority 
relied on for reversing such decision. If the Governor General shall confirm 
the action of the auditor, he shall so indorse the appeal and transmit it to the 
auditor, and the action thereon shall be final and conclusive. Should the 
Governor General fail to sustain the action of the auditor, he shall forthwith 
transmit his grounds of disapproval to the Secretary of War, together with the 
appeal and the papers necessary to a proper understanding of the matter. The 
decision of the Secretary of War in such case shall be final and conclusive. 

That is the Jones Act. Every discussion of the Jones Act indicated 
that claims were meant to be included. The fact the words ^^and 
claims ^^ were put in is one reason we are providing a court of claims 
in section 27. 

Let us now hear Mr. Guevara further. 

Mr. Guevara. I desire to stress before the committee the fact 
that no law passed by the Philippine Legislature gives the auditor 
of the Philippine Islands the right to settle any claim. See section 
584 of the Revised Administrative Code of the Philippine Islands of 
1927. 

While I was a member of the senate of the Philippine Islands I was 
chairman of the committee that codified the laws of the Philippine 
Islands. I was very careful to give particular attention to the 
question of the auditor of the Philippine Islands. I gave his position 
more attention than is given him by the Jones law, I devoted one 
whole year to codifying the laws of the Philippine Islands and I gave 
very special attention to the part of them that referred to the auditor 
of the Philippine Islands. What we have done in the Philippine 
Islands is to give the auditor power to settle accounts, but we have 
not given him power to settle claims. ^^ Claims'^ has a different legal 
meaning than '^accounts.'' Of course, every member of this com- 
mittee who is a lawyer knows that as well as I do. In other words, 
all accounts are a claim, but not all claims are accounts. 

Mr. Gilbert. An account is a contractual relation, and a claim 
may be a tort as for a personal injury. 
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Mr. Guevara. A claim is an assertion of a personal right to any 
property or any right; to demand the possession or enjoyment of 
something rightfully one's own, and wrongfully withheld. 

Section 584 of the revised administrative code of the Philippine 
Islands of 1917 says: 

The authority and power of the Bureau of Audits extend to and comprehend 
a]l matters relating to accounting procedure, including the keeping of the accounts 
of the government, the methods of accounting, the examination and inspection 
of the books, records, and papers relating to such accounts, and to the auditing 
and settlement of the accounts of all persons * * *^ 

That does not say '^settlement of claims. '' [Continuing:] 

* * * respecting funds or property received or held by them in an account- 
able capacity, as well as to the examination and audit of all debts and claims of 
any sort due from or owing to the government of the Philippine Islands in any 
of its branches. 

There is no doubt in my mind that if section 25 of the proposed bill 
is ever submitted to the Supreme Court for decision, or to any court of 
justice, that court will render a decision that the word '' claims'' in 
section 25 of the Jones Act does not differ in any way from the word 
''account'' used in said section 25. Section 25 of the Jones law has 
been drafted to say: 

that any person aggrieved by the action or decision of the auditor in the settlement 
of his account or claim may, within one year, take an appeal in writing to the 
Governor General, which appeal shall especially set forth the particular action 
of the auditor to which exception is taken, with the reason and authorities relied 
on for reversing such decision. 

The drafter of that portion of section 25 gives similar or analogous 
meaning to the words "claims" and "account." The drafter said 
"account or claim" rather than "account and claim." That means 
that in using the English language he could not find the true words to 
comprehend his thought and therefore he used alternatively "account 
or claim." And, as I have pointed out, there is a vast difference 
between "account" and "claim." 

The Chairman. Your Mr. Fisher, of Manila, is supposed to be one 
of your best attorneys there? 

Mr. Guevara. Yes; he is one of the best. 

The Chairman. And he was at one time associate justice of the 
supreme court there? 

Mr. Guevara. Yes. 

The Chairman. In his brief he proposed an alternative for the 
Kiess bill, and by referring to page 41 of his brief it may be observed 
that he included the words "and claim." Yet Mr. Fisher, who has 
been on the supreme court bench and made many objections to the 
other bill, made no objection to the word "claim" in his brief, and 
then he drew up a bill and put it in. It looks to me that he, from the 
viewpoint of a lawyer of the Philippine Islands, thought it was right. 

Mr. Guevara. I have a high regard for Mr. Fisher, but I believe 
him to be one of those who believes that the power of the auditor 
of the Philippine Islands should be increased. 

The Chairman. Who would be harmed by the auditor having this 
power? Is it not a fact that somebody should audit these claims? 
I am sure you would not have matters in a condition wherein nobody 
audited them. 
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Mr. Guevara. I would have the auditor of the Philippine Islands 
audit and examine all accounts pertaining to the government and 
those corporations established and organized in accordance with the 
laws of the Philippine Islands wherein the government of the said 
islands or any of its branches owns the majority of the stock. How- 
ever, I do not believe it fair to the people of the Philippine Islands 
that the auditor shall have the power to settle claims arising from 
the revenues of the Philippine government or its branches or the 
corporations owned by the government. 

Ml-. Bacon. Who should, in your opinion, audit these claims? 

Mr. Guevara. The auditor, but he must not settle the claims. 
There is a great difference. 

Mr. Brumm. As I understand Mr. Guevara, it seems very plain 
to me that his objection is to the word ''settle,'' for the reason that 
under the law if the auditor is the final arbiter those people could 
not even appeal to the court. 

The Chairman. We have provided for an appeal. 

Mr. Brumm. But the commissioner is trying to show that it is 
inconsistent. 

The Chairman. That is the language of the present law, and we 
are not changing it. We are simply providing another method of 
appeal to the court. 

Mr. Thurston. If an appeal is taken and sustained, the claim 
should not be paid until an appropriation was made for the purpose. 

The Chairman. It would seem that ample safeguards are provided. 

Mr. Thurston. The word "settle'' depends upon a subsequent 
appropriation. 

The Chairman. No, that is not exactly true. 

Mr. Guevara. That is true unless there is a permanent appro- 
priation to pay it. If there be no permanent appropriation, of course, 
a special appropriation would have to be made. However, there is a 
standing appropriation for payment of oversettlements by the 
collectors of customs and internal revenue. Therefore, the remarks 
of Mr. Thurston are not appealing, in that there is an appropriation 
to pay the awards. 

The Chairman. We thrashed this same matter out last June in 
dealing with H. R. 11617, which contained every objection vou are 
offering. However, as I have said, we did take out the matter about 
the refund of taxes. Also, the word ''decide" was taken out. I 
wish you would now take up the other questions involved. 

Mr. Ragon. Referring to this word "settle," is it not a fact that 
we have that word in the Porto Rican law also? 

Mr. Guevara. I do not know. 

Mr. Ragon. Has the Comptroller General of the United States 
that power? 

Mr. Guevara. No. 

Mr. McGuiRE. Section 236 of the Revised Statutes, passed in 
1817, says that the comptroller shall audit and settle all claims and 
accounts whatever in which the Government is concerned, whether 
as debtor or creditor. 

^ Mr. Ragon. Does not that mean that the comptroller has only a 
right to negotiate and deal with people rather than the right to pay 
out the money? 
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Mr. McGuiRE. The auditor does not pay out money. In the 
Philippine Islands they do not have ^^ accounts^' as we have them 
here in this country, because they have no disbursing officers to 
go out and settle claims subject to a subsequent settlement by the 
auditor. 

Mr. Ragon. What is the power of the Comptroller General of the 
United States? 

Mr. McGuiRE. Ever since the passage of section 236 of the Revised 
Statutes in 1817 the comptroller has had the power to audit and settle 
all claims and accounts. 

Mr. Ragon. That is the power of the Comptroller General? 

Mr. McGuiRE. Yes; it has been so for a hundred years. 

Mr. Thurston. I would like to refer Mr. Guevara to the clause 
on page 7, beginning at line 22, of H. R. 16868, which reads as follows: 

No such judgment shall be paid unless there is an existing appropriation out 
of which such claim might have been paid had it been allowed by the auditor 
and as to which the determination of the auditor shall be final and conclusive, 
until it shall have been reported by the Governor General to the Philippine 
Legislature and a specific appropriation to pay such shall have been made. 

Therefore it does require a specific act of your assembly to discharge 
the obligation. 

Mr. Guevara. No; not if there is a standing appropriation, 

Mr. Sabath. Unless there is an existing appropriation out of 
which such claim may be met. If there is no existing appropriation, 
then the Philippine Legislature would have to do something. 

The Chairman. That w^as one of the strongest objections Mr. 
Fisher, the attorney, made. He claimed there was no provision for 
settlement of these claims, and they would have to wait. He argued 
that if there was a fund provided by the Philippine Legislature, after 
the auditor had passed a claim and it was settled in favor of the 
claimant, it could be settled without delay. That is our law here, 
and we put it in H. R. 16868, as Mr. Guevara will see, because Mr. 
Fisher called particular attention to the fact that it should be in. 
There can not be any serious objection to that. 

Mr. Ragon. Mr. Guevara, what particular part of H.R. 16868 
clears up the Ynchausti case? 

Mr. Guevara. It does not clear up the Ynchausti case, but H. R. 
16868 would set aside the effect of the decision in that case. That 
is the purpose of H. R. 16868, to set aside the effect of the decision 
of the Supreme Court in the Ynchausti case. 

Mr. Knutson. Is there any retroactive section in this bill? 

Mr. Hudson. No; but it would affect future cases. 

Mr. Guevara. According to the decision of the Supreme Court 
of the United States, the auditor of the Philippine Islands is subject 
to mandamus proceedings when he is to perform a ministerial duty. 
The real purpose of H. R. 16868 is to nullify the legal effect of the 
decision of the United States Supreme Court in the Ynchausti case. 

The Chairman. Let us hear what General Hull has to say about it. 

General Hull. I do not think H. R. 16868, if enacted into law, 
would modify the decision of the United States Supreme Court in 
the Ynchausti case. The Ynchausti case is very clear, in the lan- 
guage of Mr. Taft, that where the auditor of the Philippine Islands 
has purely a ministerial duty to perform he is subject to mandamus 
the same as other cases. It also makes clear that while the auditor 
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has the right to inspect and audit these accoiints he has not the right 
to set aside the decision of the constituted authority. H. R. 16868 
does not attempt to give the auditor the right to upset the decision 
of the constituted authority or to reverse the decision of the Supreme 
Court of the United States, but it would give him the right to audit,, 
which he should have, and if there is anything wrong he is to report 
to the Governor General, the Philippine Legislature, or the Congress 
of the United States. It gives him the existing practices and law, 
but not such power as he claimed he possessed in the Ynchausti 
case; nor does it in any way affect, so far as I can see, the power of 
the auditor as set forth in the Ynchausti case. 

Mr. Ragon. As I recall, the decision of the United States Supreme 
Court really sustained the decision of the Supreme Court of the 
Philippine Islands? 

General Hull. In its conclusion but not in its reasoning. 

Mr. Ragon. In the Ynchausti case the auditor of the Philippine 
Islands contended that he had a right to pass upon the question of 
whether or not this customs fee was properly refunded. 

General Hull. He has that right to do. He has the right to 
audit and examine accounts and if he thinks there is anything wrong 
it is his duty to bring it to the attention of competent authority and 
to refer it to the courts. That is existing law. That is in accordance 
with the decision in the Ynchausti case, and under this bill it would 
be the same. 

Mr. Ragon. Under present law the collector of customs there 
made a refund to the Ynchausti firm? 

General Hull. Yes; the collector submitted a voucher to the 
auditor for approval. 

Mr. Ragon. If the government there desires to appeal, how does 
it go about it? 

General Hull. It could refer the matter to the court by the 
action of the secretary of finance. Of course, he would not know 
about it until the auditor had brought it to his attention. 

Mr. Ragon, Then they have another way. They do not have to 
go to the court of first instance. Can they not go direct to the 
Governor General? 

The Chairman. That is covered by section 25 of the Jones Act. 

General Hull. Under existing law the auditor can report to the 
Governor General or to the secretary of finance that, in his judgment^ 
a decision of the collector of customs is erroneous and harmful to the 
Philippine Islands, and if that opinion meets the concurrence of the 
Governor General or the secretary of finance, it is referred to the 
courts for determination. 

Mr. Ragon. I am trying to draw a parallel between the two bills. 
Is there any appeal from that court? 

General Hull. Yes; to the Supreme Court of the Philippine 
Islands. 

Mr. Ragon. Is there any other way one could get around that 
court without going to the supreme court? 

General Hull. In some cases the Supreme Court of the Philippine 
Islands has original jurisdiction, but not in this kind of case. 

Mr. Ragon. How would this same case go up for appeal if we 
should pass this law? 

General Hull, The same as under the old law. 
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Mr. Ragon. We would not change that, then? 

General Hull. No, sir. 

The Chairman. Mr. McGuire, who defended the Ynchausti case, 
is here and he could probably answer any questions in regard to it. 

Mr. Eagon. Let us hear what he has to say. 

Mr. McGuiRE. H. R. 16868 does not disturb the principle deter- 
mined in the Ynchausti case, which is that the auditor of the Philip- 
pine Islands may be coerced to perform a ministerial duty. How- 
ever, it would change the method of procedure in bringing suit. 
For instance, under the present procedure if the collector refused to 
allow a claim for refund the only resource would be to go to the court 
of first instance and bring a suit. Under this proposed law the 
taxpayer would still have an opportunity of presenting his claim to 
the auditor, and if refused there he could go to the court of first 
instance and bring suit. At present an aggrieved person has no 
administrative remedy. He is forced to go to court at once if the 
collector does not allow the claim. Under this proposed law he would 
have an administrative remedy. He could go to the auditor and 
also to the Governor General in an effort to get the claim adjusted 
by administrative action. If he could not get the administrative 
action he may then go into court and bring a suit against the Philippine 
government instead of against the auditor. This proposed measure 
would give the claimant more rights than he has under present law. 

The Chairman. The claimant would have two methods instead 
of one, in that he would be allowed to appeal to the administrative 
officers as well as to the court. 

Mr, McGuiRE. Yes, sir; that is true. 

Mr. Gilbert. The United States Supreme Court held that a 
mandamus would lie. The auditor himself held that he possessed 
discretionary powers, while the Supreme Court of the United States 
held that the, act was ministerial in character and he must comply. 
That is to say, the auditor was claiming rights that he did not possess. 

Mr. McGuiRE. Yes, sir; that is true. 

Mr. Ragon. Will this proposed bill give the auditor of the Philip- 
pine Islands more discretionary power than he possesses? 

Mr. McGuiRE. Yes, sir; to a certain extent. If the collector of 
customs refused to allow a claim, it would have to go to the auditor 
before the claimant could bring suit. Under this proposed law, the 
auditor could either allow or disallow the claim as he thought the 
law justified. 

Mr. Ragon. Have we a parallel in the United States for this 
procedure? 

Mr. McGuiRE. Yes, sir. We, in the United States, have never 
permitted any officer to pay any money out of the Treasury without 
his action being checked over and audited by somebody else. In the 
beginning of our history, in 1789, we had one auditor and one comp- 
troller, and they audited the accounts. In 1794 we established 
naval auditors and their title was changed in 1922 to comptrollers 
of customs. They were stationed at the various large ports in the 
country, and every act performed by the collector is audited by 
those comptrollers of customs. The Comptroller General of the 
United States has certain limited auditing functions connected 
therewith. It can not plausibly be argued, it seems to me, that a 
collector in the Philippine Islands should have more authority than 



52 THE PHILIPPINE ISLANDS 

the Congress has seen fit to delegate to a collector in the United 
States. That is to say, a collector of customs in the Philippine 
Islands should not be allowed to pass finally upon a claim without 
his act being reviewed by some one else. We should give sufficient 
authority to enable him to check it or we should establish a system 
like we have in the United States. 

Mr. Ragon. Have we a parallel for the case that would give 
the auditor over there the power to pass upon the facts? 

Mr. McGuiRE. H. R. 16868 does not give the auditor in the 
Philippine Islands the power to pass upon facts. He passes upon the 
law and judges whether the tax is erroneously or regularly collected 
from the facts as found by the collector. This proposed measure 
would not disturb the findings of fact. The dispute in the Ynchausti 
case arose over the question as to whether there were adequate 
facilities in the Philippine Islands for making repairs to vessels. 

Mr. Ragon. Would H. R. 16868 give the auditor of the Philippine 
Islands power to determine such questions? 

Mr. McGuiRE. No; it would not give him power to determine 
questions of fact, only questions of law. 

Mr. Ragon. Would this proposed measure give the auditor of the 
Philippine Islands the power to settle with a man from whom there 
might be an appeal? 

Mr. McGuiRE. The auditor of the Philippine Islands has that 
now as respects questions of law but not questions of fact. 

Mr. Ragon. In the Ynchausti case the collector gave the claimant 
a refund. Evidence was taken in an effort to determine whether or 
not certain repairs could be made to those vessels in the Philippine 
Islands. I believe they took evidence as to the relative charges for 
those repairs between the Philippine Islands and China. Has the 
Comptroller General of the United States in making settlements of 
claims here authority to go into all these questions and pass upon 
them before approving a claim? 

Mr. McGuiRE. The Comptroller General of the United States has 
not that authority, although he does possess a limited authority, 
but such authority is vested in the comptrollers of customs. We do 
not have comptrollers of customs in the Philippine Islands. 

Mr. Ragon. It strikes me that it would be a x)i'etty dangerous 
practice to give an auditor the right to pass upon questions of fact 
requiring a technical knowledge such as might be possessed by a 
collector of customs. 

Mr. McGuiRE. This proposed bill would not authorize the 
auditor of the Philippine Islands to determine questions of fact 
any more than he has that right now, and he does not have it unless, 
of course, in cases ef fraud or gross mistake. 

Mr. Ragon. Has the Government itself a corresponding right of 
appeal? You spoke a little while ago about the right of a citizen 
to take certain steps, and I would like to know if the Government 
may do likewise? 

Mr. McGuiRE. Yes; the head of a department may do likewise. 
That is the same as under present law. 

Mr. Ragon. We have the same provisions in the United States? 

Mr. McGuiRE. Yes, sir; so far as customs accounts are concerned. 
In the United States we have the comptrollers of customs and the 
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Comptroller General of the United States, whereas in the Philip- 
pine Islands there would be only the auditor. 

Mr. Ragon. Last year did not Mr. Chindblom introduce a bill 
in the House, and get it through, that absolutely took this very 
power you are giving him away from him? 

Mr. McGuiRE. That bill has not passed the Senate. It is still 
there. A substitute measure, in fact two substitute measures, have 
been offered. One would go opposite to the provisions of the House 
bill. 

Mr. Ragon. The House passed the bill, I am sure. It strikes me 
that if we should make any man a judge of both questions of fact and 
questions of law, we would make him too powerful. 

Mr. McGuiRE. In the Ynchausti case the collector of customs as- 
sessed this tax and he submitted the papers to the auditor, who passed 
upon the claim before the tax was collected. In other words, it was 
admitted that the auditor had power to pass upon the claim before 
the tax was collected. The Supreme Court of the United States 
concluded that the collector of customs could refund the money 
without the intervention of the auditor. He has to have the sanction 
of the auditor to collect the money but he does not have to have it to 
make a refund. We can all see that it would be dangerous to let any 
man pay money out of the treasury on his own initiative. The law 
as interpreted by the courts now confers this dangerous power on 
the collector. The bill proposes to separate the law from the facts. 

Mr. Ragon. Is not the court there the best opportunity to protect 
both the government and the individual? 

Mr. McGuiRE. We preserve both sides. 

Mr. Ragon. The administration in the Philippine Islands is all 
right, but that might not be true in the future. We might have some 
auditor there amenable to the demands of friendship or ^^puU,'^ and 
it strikes me that the power you are delegating to the auditor of the 
Philippine Islands in this proposed measure might be abused. 

Mr. McGuiRE. We are not giving additional power on that phase 
of the matter. The head of the department, who is the minister of 
finance, can always appeal from the action of the auditor to the 
Governor General. So may the taxpayer appeal, and they can still 
go to court if they so desire. This measure would really give an 
additional protection to the government by allowing the head of 
the department to appeal from the action of the auditor and the 
collector. Under the present system there is no appeal except to 
the courts. An administrative appeal is desirable because all cases 
can not be taken into court. 

The Chairman. Now let us get back to Mr. Guevara. 

Mr. Guevara. Now let us take up the question of whether or not 
H. R. 16868 would set aside or nullify the effect of the decision of the 
United States Supreme Court in the Ynchausti case. I affirm that 
it would, with due regard to contrary opinions expressed here this 
morning. In the first place, according to existing laws of the Philip- 
pine Islands, if the collector of customs decided to refund, he has to 
draw a warrant and have it countersigned by the auditor of the 
Philippine Islands. But if H. R. 16868 should become law the auditor 
of the Philippine Islands would have a right to determine whether 
the decision of the collector of customs is right and legal. That is 
covered by section 24 of the bill now under consideration. Further- 
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more, in a strict legal interpretation of section 24 of the bill under 
consideration it can be maintained before a court that the collector 
has no right to hear any claims or settle any claims pertaining to his 
bureau. I will show you in just a minute why I say that. 

Mr. Ragon. Is that the auditor or the collector of customs? 

Mr. Guevara. If a complaint is filed with the collector of customs, 
that officer according to existing laws, hears testimony and receives 
evidence and then decides the case. If he concludes that his first 
decision was illegal or erroneous, he modifies it. If he concludes 
that it was proper and legal, he confirms it and denies the claim. A 
copy of the decision is sent to the secretary of finance, who either 
confirms or revokes the decision, and also to the auditor. The 
decision of the collector is confirmed by the secretary of finance, and 
then the aggrieved person may go to court. However, if the collector 
decides in favor of the claimant and to refund the money collected 
from that claimant he has the right to refund at once and to execute 
his decision, but he has to send to the secretary of finance a copy of his 
decision in order that the secretary may review it and either modify, 
confirm, or revoke it entirely. If the secretary of finance believes — 
that the collector's action is wrong he may remove the matter to a 
court of justice and cause the claimant to contest the decision of the 
collector and prove his right to collect the money from the govern- 
ment. On the other hand, if H. R. 16868 is enacted into law all such 
proceedings will be abolished. 

The Chairman. Upon what do you base that conclusion? Where 
do you find that. 

Mr. Guevara. I find it in the bill we are now considering. It 
says: 

That there shall be appointed by the President an auditor, who shall examine, 
audit, and settle all accounts and claims pertaining to the revenues and receipts 
from whatever source of the Philippine government and of the provincial and 
miunicipal governments of the Philippines, including trust funds and funds derived 
from bond issues; and audit, in accordance with law and administrative regula- 
tions, all expenditures of funds or property pertaining to or held in trust by the 
government or the provinces or municipalities thereof. He shall perform a like 
duty in respect to all government branches, and all corporations of which the 
government, or any province or municipality thereof, owns a majority of the 
capital stock. 

The Chairman. That wording, down to the word ^Hhereof^^ is 
the same as appears in the Jones Act, except that the words ^*and 
claims'' are in the bill now under consideration. 

Mr. Guevara. Yes; that is true. Let me give you an illustration 
of the case. Assume that I am an importer of goods in the Philippine 
Islands. The collector of customs is the governmental agency 
authorized by law to appraise importations and fix the duty I shall 
pay for goods imported into the Philippine Islands. Let us suppose 
that the collector of customs has fixed a duty that, according to my 
own judgment, is not according to law. In this case I have a claim 
against the collector pertaining to the revenues and receipts of the 
Philippine government. That claim is not going to be settled by the 
collector, but is going to be settled by the auditor of the Philippine 
Islands if the proposed bill is enacted into law. On page 4 of the bill 
now under consideration it says: 

The auditor shall, except as herein provided have like authority as that con- 
ferred by law upon the general accounting office and is authorized to communicate 



directly with any person having claims before him for settlement, or with any 
department, officer, or person having official relations with his office. 

Mr. Brumm. Is that language also in the Jones Act? 

Mr. Guevara. With the words ^'and claims'' in section 24 the col- 
lector will have no right hereafter, if this bill is enacted into law, to 
hear testimony covering claims. 

Mr. Hudson. If you will pardon me, gentlemen, Mr. Bartlett, 
Assistant Postmaster General, is on his way to my office and I will 
have to request to be excused. However, before going I should like 
to get the concensus of opinion as to this matter, or I would like to 
make a motion. It seems to me that we must settle this matter one 
way or the other. 

The Chairman. I had hoped to settle the matter to-day, but 
it is now so late that we can not do so. 

Mr. Hudson. If I may, I will move that the committee meet 
to-morrow morning in executive session to further consider this 
matter. 

Mr. Sabath. Let us not cut off the witness before he shall have 
concluded. 

The Chairman. No; that is not the intention. 

Mr. Hudson. I move that we meet in executive session to-morrow 
morning for further consideration of this proposed measure. 

Mr. Sabath. I would like to suggest that it is possible that Mr. 
Guevara may be able to conclude his remarks to-day. 

The Chairman. It is nearly 12 o'clock, and we have given him 
all of to-day. 

Mr. Sabath. But there have been so many interruptions that 
he has in fact had very little of the time allotted to him. 

The Chairman. It is true that he has been interrupted a great 
many times. 

Mr. Ragon. We have a gentleman before us who represents, in 
part, 11,000,000 of people and this is a matter that is quite vital to 
their interests. I do not think it hardly fair to give the gentleman 
only a very limited time to voice his opposition to this measure. 

Mr. Hudson. I have no desire to cut off the commissioner. I 
have not interrupted him very much this morning, but have given 
him a clear field. 

The Chairman. May I suggest, Mr. Hudson, that you make your 
motion to meet at 10 o'clock to-morrow morning and go into execu* 
tive session at 11 o'clock. I do feel that we should go into executive 
session on this matter some time to-morrow. 

Mr. Sabath. We should not close the hearings or go into executive 
session before Mr. Guevara has finished his remarks. 

Mr. Hudson. I will amend my motion in accordance with the sug-^ 
gestion of the chairman. 

The Chairman, Do I hear a second to Mr. Hudson's motion? 

Mr. Bacon. I second the motion. 

The Chairman. It has been moved and seconded that the com- 
mittee meet to-morrow morning at 10 o'clock and go into executive 
session in connection with this bill at 11 o'clock. All in favor of that 
motion will so signify by saying '^ aye." 

(This motion carried unanimously, except the vote of Mr. Gilbert.) 

Mr, Gilbert. I demand a roll call. 

The Chairman. Do you desire a roll call? 
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Mr. Gilbert. Yes; I do. 

Mr. Brumm. Are we going to close the hearings with what infor- 
mation we have? 

The Chairman. I suppose some member will raise the point of 
order that we have no right to sit while the House is in session after 
12 o'clock and we will have to stop at that time. Personally I am 
willing and even anxious to stay and hear Mr. Guevara. 

Mr. Bacon. I would be very glad to remain and hear Mr. Guevara 
if he cares to go on. 

Mr. Hudson. I imagine that some members of the committee will 
desire to go to the House at 12 o'clock, inasmuch as the appropria- 
tion bill for the District of Columbia is up for consideration to-day. 

The Chairman. So far as the chairman is concerned, he is willing 
to continue this meeting. 

Mr. Brumm. I am for Mr. Hudson's motion if we may go ahead 
and give Mr. Guevara a chance to conclude his presentation. 

The Chairman. We will give him a chance by hearing him further 
to-day and to-morrow, 

Mr. Gilbert. I am on the Committee on the District of Colum- 
bia and there are some items in the appropriation bill for the District 
of Columbia, which comes up to-day, in which I am interested. 
However, I shall not insist upon a roll call, but I would like to know 
the concensus of opinion of the committee, because many of them 
know little more about this matter than I do. 

The Chairman. Mr. Gilbert, there was discussion at great length 
about this matter before you became a member of the committee. 

Mr. Gilbert. I understand that. 

Mr. Kagon. H. R. 16868 makes four or five bills that have been 
introduced concerning clarifying and amending existing laws relating 
to the powers and duties of the auditor for the Philippine Islands, and 
it is only fair to the committee that we know all about this subject 
before being asked to form a conclusion. 

I shall have to leave at this time. I understand it is the chair- 
man's intention to call up this bill for consideration next Wednesday? 

The Chairman. Yes; that is the plan. 

Mr. Ragon. I want to do all I can to help you get it up. 

The Chairman. Thank you very much. 

Mr. Ragon. However, I desire to be present at the committee's 
meetings and hear these things and develop things that I hope we 
may be able to get in our search for a correct solution. 

Mr. Gilbert. I think we ought to have an opportunity between 
now and next Wednesday to get the necessary information, such as 
I am seeking to get now, to inform the House thoroughly in regard 
to this matter. 

Mr. Ragon. If there is nothing wrong it will not hurt to investi- 
gate the matter, and if there is something wrong the matter should 
be investigated. I suggest that we adjourn until 10 o'clock to- 
morrow morning, at which time the commissioner may conclude his 
remarks. I can not see any objection to that. 

The Chairman. That motion has carried. 

Mr. Knutson. I make the point of order that the committee has 
already passed upon that question. 
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The Chairman. While you were out of the room we voted to meet 
to-morrow morning at 10 o'clock and at 11 o'clock to-morrow morn- 
ing go into executive session. 

Mr. Ragon. I will make the point of order that we have no right 
to sit after 12 o'clock. ? 

Mr. Gilbert. I withdraw mj request for a roll call of the 
committee. 

The Chairman. Let us continue to hear Mr. Guevara. 

Mr. Guevara. I was discussing the manner in which H. R. 16868 
would set aside and nullify the decision of the Supreme Court in the 
Ynchausti case. I was saying that this bill would preclude the col- 
lector of customs from hearing any case, and would confer that 
authority upon the auditor of the Philippine Islands. I say that the 
insertion of the words ^^and claims" on page 2, line 1, of H. R. 16868, 
means any claim against or in favor of the revenues and receipts 
from whatever source of the Philippine Government and of the pro- 
vincial and municipal governments of the Philippines. An importer 
in the Philippine Islands takes his goods to the collector, who assesses 
the duty. Suppose there should be a disagreement between the col- 
lector of customs and the importer. Then the importer has a claim 
against the bureau of customs, and that claim would under this 
proposed bill be examined and settled by the auditor of the Philip- 
pine Islands. How is he going to settle the claim? On page 4, line 
6, of H. R. 16868 it says: 

The auditor shall, except as herein provided, have like authority as that con- 
ferred by law upon the General Accounting Office, and is authorized to com- 
municate directly with any person having claims before him for settlement, or 
with any department, officer, or person having official relations with his office. 

On page 4, line 23, of H. R. 16868 is inserted the following provision : 

In the execution of their duties the auditor and the assistant auditors are 
authorized to summon witnesses, administer oaths, and to take evidence, and, in 
the pursuance of these provisions, may issue subpoenas and enforce the attend- 
ance of witnesses, as now provided by law. 

The Chairman. Please tell the members of the committee that 
what you have just read is word for word in accordance with present 
law. 

Mr. Guevara. Yes; it is the same as the present law except the 
words, ^* and claims. '' The meaning of this provision will be the 
same as the Jones law, but with the words ''and claims," added^ the 
legal effect will be different. 

The Chairman. You do not question the right of Congress to 
put it in? 

Mr. Guevara. No; it has a right to pass this bill, and it has a 
right to pass a bill abolishing the Legislature of the Philippine 
Islands. But what I am discussing is whether this bill should be 
passed and whether it would be wise to pass it. 

For what purposes would witnesses be summoned by the auditor 
to hear and try the claim? 

An importer has a claim against the collector of customs on account 
of a disagreement about duty collected. That disagreement shall 
hereafter be heard by the auditor rather than by the collector of 
customs. 

There is something of more far-reaching importance to this bill. 
The auditor of the Philippine Islands will have power to hear all 
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claims pertaining to the revenues and receipts from whatever source- 
of the Philippine government and of the provincial and municipal 
governments of the Philippines. 

Again, H. R; 16868 would make the auditor of the Philippine 
Mands the treasurer of 48 Provinces and 89 municipalities of the 
Philippine Islands. 

The Chairman. How do you arrive at that conclusion? 

Mr. Guevara. According to H. R. 16868 the auditor has the 
authority and jurisdiction not only to examine, audit, and settle 
all claims arising from the revenues and receipts from whatever 
source of the Philippine government, but also all claims arising from 
the revenues and receipts of whatever source of the provincial and 
municipal governments. What revenues are those? They are, 
among others, taxes on real estate. Every year arise thousands of 
claims by taxpayers on account of assessments against real estate. 
The present law in the Philippine Islands places the assessment of 
real estate in the hand 6f4he provincial assessor, who is appointed 
by the provincial treasurer. The provincial assessor examines 
and inspects real estate and assesses according to the value of it. 
The owner of the real estate pays the tax according to the assessment 
rendered. The taxes are fixed by law. Let us suppose that I am 
the owner of real estate and have a claim against the assessment by 
the provincial assessor. My claim will not go, as now, to the muni- 
cipal board, but will go to the auditor, and for that purpose, he is 
authorized by this bill to summon witnesses, administer oaths, and 
to take evidence, and, in the pursuance of the provisions of H. R. 
16868, may issue subpoenas and enforce the attendance of witnesses. 
Therefore a taxpayer living, for instance, in Alaska, has to come to 
Washington, where the Comptroller General lives. Likewise a man 
in my country would have to go to Manila and submit his claim to 
the auditor there. The auditor would summon witnesses from Alaska 
to give testimony to aid in a determination as to whether or not the 
assessment was excessive or illegal. 

The Chairman. That is not accurate. Let me read you what 
section 597 of the Revised Administrative Code of the Philippine 
Islands of 1 9 1 7 has to say : 

Each district auditor shall examine and settle the accounts of the provincial, 
municipal, township, and settlement treasurers and other officers of such branches 
of the government, within the district assigned to him. In the exercise of this 
function the district auditor shall have exclusive original jurisdiction, and in such 
matters his powers shall be the same as those exercised by the insular auditor in 
regard to insular accounts proper. 

Mr. Guevara. Accounts, but not claims. 
The Chairman. It says: 

In the exercise of this function the district auditor shall have exclusive original 
jurisdiction, and in such matters his powers shall be the same as those exercised 
by the insular auditor in regard to insular accounts proper. 

The district auditor would settle these. A man would not have to 
go to Manila from a remote section of the country to have the question 
determined. Your illustration about bringing a man from Alaska is 
erroneous, because the matter could be settled by the district auditor 
in the man's own town. 

Mr. Sabath. Under the* present law it could be, but the witness 
feels that under the proposed law that power would be withdrawn and 
vested in the auditor general. 



THE PHlLiPPli^E ISLANDS 59 

The Chairman. I just read from Philippine law. 

Mr. Sabath. I know that; but you would modify that law by this 
proposed measure. 

The Chaikman. No; we would not change that. 

Mr. Guevara. When a law of the Legislature of the Philippine 
Islands is in conflict with a law of Congress, the Philippine law is of 
no effect. 

Mr. McGuiRE. The district auditors in the Philippine Islands are 
subordinates of the auditor of the Philippine Islands and are stationed 
at various places throughout the islands to perform the local auditing 
for the auditor of the Philippine Islands. This proposed law would 
not disturb that arrangement at all. 

Mr. Ragon. As I understand, Mr. Commissioner, your contention 
is that when the words *^and claims'^ are inserted they take this 
matter beyond the jurisdiction of the district auditors, 

Mr. Guevara. Yes, sir. 

Mr. Ragon. Do you not think that when you give the auditor of 
the Philippine Islands authority and jurisdiction over claims that it 
is necessary to give the district auditors the same jurisdiction? 

Mr. Guevara. The Supreme Court says that an authority vested 
in an officer can not be delegated by that officer, 

Mr. McGuiRE. Mr. Ragon, your question is answered by this: 

In the exercise of this function the district auditor shall have exclusive original 
jurisdiction, and in such matters his powers shall be the same as those exercised 
by the insular auditor in regard to insular accounts proper. 

Mr. Ragon. That is under present law, 

Mr. McGuiRE. But put ^' claim ^^ in and it would go right down 
to the district auditors under the Philippine statute. 

Mr. Ragon. If it is essential that these district auditors have 
this authority, why not amend this bill accordingly? If the auditor 
of the islands could not delegate his authority to the district auditors, 
why not amend this bill to direct him to do so, 

Mr. McGuiRE. Under its provision the right and duty would go 
down to the district auditors. 

Mr. Ragon. If not, we should amend it to do so. 

Mr. GuEVAEA. As I have said, if a. law of the Philippine Islands 
is in conflict with a law of the United States, the law of Congress 
shall prevail. It is elemental that when a specific authority is given 
by law to an official, that authority can not be delegated to another 
unless it is so provided. 

Mr. Ragon. That point strikes me as being very important, and 
I think we should give it careful consideration. 

Mr. Brumm. What, in your opinion, does ^' claim '^ refers to if not 
to assessments, ta:^es, and revenue collections from imports? This 
proposed bill speaks of Provinces and municipal governments and 
corporations, of which the government or Provinces or munidipalities 
owii a majority of the capital stock. 

Mr. McGuiRE. As a matter of fact, all accounts and claims 
settled to-day are claims. Accounts in the accounting law refer 
to payments made by disbursing officers. They come up to the 
auditor or the Comptroller General for settlement. There are no 
disbursing officers in the Philippine Islands who make payments 
before the claims are audited. Every demand against the treasury 
of the Philippine Islands is passed upon by the auditor before it is 
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paid, therefore it is a claim. Putting in the words '^and claims^' 
does not change the law at all. 

Mr. Sabath. If that be true, why not eliminate it? 

Mr. McGuiRE. Because the Supreme Court of the Philippine 
Islands has held that the auditor's jurisdiction does not extend to 
claims. 

Mr. Brumm. Suppose there was a dispute as to accounts in a bank, 
if the auditor of the Philippine Islands has to pass upon the accounts 
of certain corporations in which the Government owns stock, would 
he have anything to say in a matter between a citizen of the Philip- 
pine Islands and the bank of the PhiHppine Islands? 

Mr. McGuiRE. Yes, sir; if the government owns a majority of 
the stock. It does own all the stock, I believe. 

Mr. Brumm. Would he pass upon that account in the bank? 

Mr. McGuiRE. Yes; he would pass upon that, but where the gov- 
ernment did not own a majority of stock in the bank he would not 
do so. 

In 1921 Congress passed a law authorizing and directing the Comp- 
troller General to audit the accounts of the Emergency Fleet Cor- 
poration, which is a corporation in the same sense the Philippine 
National Bank is a corporation. I see no objection to that. The 
Philippine bank, from its history, needs somebody to audit it. The 
word '^ claim'' should be inserted in this measure in order to meet 
the decision of the Supreme Court of the Philippine Islands in the 
Ynchausti case. 

Mr. Williams. That is something that really does change the law. 

Mr. McGuiRE. No; it puts into the law what was supposed to be 
there in the beginning. In the treatment of the words ^^ accounts'' 
and ^^ settlement" we use them interchangeably. In section 25 
reference is made to ^'claims" and '^accounts." 1 do not think that 
changes it, but it merely clarifies it and saves disputes over there. 

Mr. Guevara. I believe I have sufficiently demonstrated my 
contention that the insertion of the word ^^ claim" would give the 
auditor of the Philippine Islands more power than is intended he 
shall have in the former bills introduced by the chairman. 

I shall now discuss, with the committee's permission, another 
aspect of H. R. 16868. ' ' 

Mr. Ragon. I would suggest that this matter go over and that we 
adjourn at this time. 

The Chairman, I think that would be a wise thing to do. 

Mr. Knutson. Mr. Guevara, how much time will you require to 
conclude your presentation? I think you should be given ample 
opportunity to present your case fully. I would not lil?:e to see the 
point raised that you were not given a full and fair hearing. 

Mr. Guevara. I will discuss the control of the auditor of the 
Philippine Islands over corporations. I calculate that I shall require 
more than two hours further. As you gentlemen will appreciate, I 
have been interrupted very much this morning. 

Mr. Williams. The gentleman can not occupy the floor for an 
hour and a half without somebody taking part of his time. 

The Chairman. No; because those interruptions serve to develop 
the things we desire to know. 

Mr. Ragon. I will renew my point of order that we have no right 
to sib after 12 o'clock when the House is in session. 
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The Chairman. The committee will adjourn at this time to meet 
to-morrow morning at 10 o'clock in accordance with the resolution 
agreed to. 

(Thereupon, at 12,15 o'clock p. m., the committee adjourned to 
meet at 10 o'clock a. m. Saturday, February 5, 1927.) 



House of Representatives, 

Committee on Insular Affairs, 

Saturd&^y, February 5, 1927. 
The committee this day met at 10.15 o'clock a. m,, Hon. Edgar R. 
Kiess, chairman, presiding, for further consideration of H. R. 16868, 
which is a bill to clarify and amend existing laws relating to the 
powers and duties of the auditor for the Philippine Islands. 

The Chairman. When we adjourned yesterday Mr. Guevara was 
in the midst of a statement, and we will ask him to continue his 
statement at this time. 

STATEMENT OF HON. PEDRO GUEVARA, A RESIDENT COMMIS- 
SIONER OF THE PHILIPPINE ISLANDS— Continued 

Mr. Guevara. Mr. Chairman. 

The Chairman. Mr. Guevara. 

Mr. Guevara. Yesterday I made the statement that I hoped in the 
near future to find my way to appearing before this committee and 
advocating something bearing the name of the distinguished chairman. 
It is believed I will have that opportunity very soon, because of the 
bill you introduced yesterday. I am glad, for once, I agree with you 
on the Philippine legislation. 

The Chairman. That will be fine. 

Mr. Guevara. There will be no difference of opinion between you 
and me on that bill. 

The Chairman. You are for that bill I introduced yesterday? 

Mr. Guevara. Mr. Chairman, when we adjourned yesterday I 
was discussing the point that H. R. 16868 would, if enacted into 
law, set aside and nullify the decision of the Supreme Court of the 
United States in the Ynchausti case; but some of the gentlemen 
present challenged that statement, maintaining that the bill would 
not in any way modify the decision of the Supreme Court in that 
case. I have a printed copy of the decision of the Supreme Court 
in the Ynchausti case, and I will endeavor to demonstrate that my 
statement was correct. The Supreme Court of the United States 
was even stronger in its opinion that giving the power to the auditor 
for the Philippine Islands to review the classifications of goods 
already classified \>j the collector of customs would be incongruous 
with existing law in the Philippine Islands. 

The decision of the Supreme Court in the Ynchausti case contains 
a complete history of the accounting system implanted in the Philip- 
pine Islands since the American occupation of that country. That 
decision was written by Mr. Chief Justice Taft, who was, you will 
recall, appointed by President McKinley president of the first civil 
commission sent to the Philippine Islands in 1900. Later Mr. Taft 
was appointed Governor General of the Philippine Islands; and I 
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want to say now that Mr. Taft, as Governor General; deserved and 
received the most sincere esteem and love of the people of the Philip- 
pine Islands, despite differences of opinion as to the fundamental 
problem of the Philippine Islands. To-day we regard him as one 
of the very best friends of the Philippine Islands. After Mr. Taft 
left the Philippine Islands he was appointed by the President of the 
United States, Secretary of War, which department deals with the 
Philippine questions. Later the American people, rewarding his 
eminent service to his country, elected him President of the United 
States. 

The Supreme Court? of the United States, in the case of Wright v, 
Ynchausti & Co., said: 

The unchanged policy as to such decisions is that appeal from the insular 
collector's action should be left to the taxpayer, on the one hand, and to the 
head of finance department on the other, and if taken, should be considered by 
the courts; and that failing such appeal, the action of the insular collector should 
be final. It would be incongruous to provide for appeal to the courts at the 
instance of either the importer or the head of the department, and in the absence 
of such appeal by either, to have a review by the auditor. It would delay 
decision of the legality of the classification for a year. It would create two 
tribunals of appeals in respect to classification which might cause embarrassing 
and confusing conflict. 

That is the decision of the Supreme Court of the United States. 
Further on the same decision says: 

In view of this legislative history, it is not difficult to reach a conclusion and 
to define what the function of the auditor of the islands in such a case as this is. 
To take out of the treasury on appropriation, a warrant has to be drawn by the 
head of the bureau having the payment of the claim in charge and the warrant 
must be countersigned by the insular auditor before it is paid; but where the 
insular auditor is not vested with administrative descretion to pass upon the 
merits of the claim for which the warrant is drawn, his only function is to deter- 
mine whether the warrant is drawn by the proper officer upon the decision of 
the proper tribunal, and is applicable to an existing appropriation, and, having 
been satisfied as to these preliminaries, his duty is merely ministerial. 

This Ynchausti decision of the Supreme Court would be nullified 
and set aside by the enactment of H. R. 16868 into law. Why? 
Let us turn to page. 7, line 22, of H. R. 16868, and read what it says. 
It says : 

No such judgment shall be paid unless there is an existing appropriation out of 
which such claim might have been paid had it been allowed by the auditor and as 
to which the determination of the auditor shall be final and conclusive, until it 
^hall have been reported by the Governor General to the Philippine Legislature 
and a specific appropriation to pay such shall have been made. 

Here is the gist of the whole thing — '^had it been allowed by the 
auditor.'^ I repeat, ^^had it been allowed by the auditor, and as to 
which the determination of the auditor shall be final and conclusive.^' 
Therefore, the determination of the auditor, and the authority given 
to the auditor, are superior to the judgments rendered by the courts. 

Now you may call my attention to the fact that after the word 
'*conclusive,'^ which is the first word on page 8, line 1, H. R. 16868, 
there appear these words: 

Until it shall have been reported by the Governor General to the Philippine 
Legislature and a specific appropriation to pay such shall have been made. 

Mr. Hudson. If I may interrupt you right there, where does 
that work an injustice? It seems to me such is only safeguarding a 
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definite procedure there. Personally I see no usurpation of power 
or change. 

Mr. Guevara. I will come to that point in a little while I will 
show you why this section of the bill now in consideration would 
make the auditor practically superior to the courts. 

Mr. Sabath, Somebody yesterday raised the question that no 
such claim could be paid unless an appropriation should be made by 
the legislature, and therefore, the legislature would have the final 
say. The commissioner has just read from page 7 to show that in 
certain cases where there might be an existing appropriation the 
auditor could pay regardless of appropriations by the legislature. 

Mr. Guevara. I believe I can show this committee that this pro- 
vision, if enacted into law will actually set aside the decision of the 
Supreme Court in the Ynchausti case. 

The Chairman. I want to call attention to the fact that in the 
bill Mr. Fisher drew he had this particular language, and it was put 
in our bill largely to take care of a serious objection by him. He 
said it might delay for a long time the payment of claims that 
should be paid promptly, and there was no reason why, if money 
was available by an appropriation of the legislature to pay certain 
claims which the auditor had passed, the claim should not be paid 
promptly. 

Mr. Guevara. I am not objecting to that. I think it is fair and 
just that whenever a claim has been settled and determined by the 
competent tribunal it ought to be paid. I am discussing this pro- 
vision in the light of its giving the auditor for the Philippine Islands 
a standing above the court. 

Mr. Knutson. You think this provision would make the auditor 
superior to your courts? 

Mr. Guevara. Yes, sir; absolutely; and I will show you why. 

The Chairman. But you could always appeal from a decision of 
the auditor. 

Mr. Guevara. After the claim has been decided by the court. 

The Chairman. You would not stop payment of the claims after 
they had been passed. 

Mr. Guevara. That is what I will discuss. 

Mr. Hudson. Does the paragraph on pages 7 and 8 of the bill 
under consideration not do one thing in two ways? A judgment 
may be paid if there is an existing appropriation, and then it provides 
that a judgment shall be reported by the Governor General to tke 
legislature and a specific appropriation made. 

Mr. Guevara. No. . 

Mr. Hudson. The bill says so. 

Mr. Knutson. The judgment may be paid if the money is avail- 
able. 

Mr. Guevara. I will explain why it can not be paid without the 
determination and authority of the auditor. 

Mr. Hudson. I rather think you are wrong. 

Mr. Guevara. No. I will show you. 

Mr. Knutson. Mr. Commissioner, you have the reputation of 
being a good lawyer in the Philippine Islands; now I want you to go 
ahead and explain this to us, 
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Mr. Guevara. Thank you. That section says: 

No such judgment shall be paid unless there is an existing appropriation out 
of which such claim might have been paid. 

The condition is that— 

therB is an existing appropriation. 

That is the first condition. The second condition is: 

Had it been allowed by the auditor and as to which the determination of the 
auditor shall be final and conclusive. 

Those are the words. 

Mr. Thurston. Do you have a claims fund in the PhiHppine 
Islands from which claims are paid? 

Mr. Guevara. Yes. 

Mr. Thurston. Or does the legislature make specific appro- 
priations. 

Mr. Guevara. There is a claims fund. 

Mr. Thurston. If the Legislature of the Philippine Islands 
should allow the money in that fund to run out, and not make further 
appropriations, it could control the situation in that manner. 

Mr, Guevara. It is true that the legislature has to put up the 
money. 

Mr. Thurston. If the legislature should allow the claims fund to 
become depleted, no judgment could be paid from it. It seems to 
me the matter would be within perfect control of the legislature. 

Mr. Guevara. According to H. R. 16868, there is no check to the 
deterraination of the auditor. 

Mr. Thurston. But if you did not have money in the claims fund 
to pay judgments, it would take a specific act of your legislature to 
provide that money, as I understand? 

Mr. Guevara. Yes; that is true. 

Mr. Thurston. Therefore, you could control the situation by 
allowing the accumulation of funds to run low. 

Mr. Guevara. Suppose there is a permanent appropriation from 
which these judgments may be paid; how could the legislature then 
control the payment? 

Mr. Thurston. But if the legislature did not provide the funds to 
liquidate the judgments, the judgments could not be paid. 

Mr. Guevara. But we have a permanent appropriation to pay 
these judgments. 

The Chairman. How would this provision you are discussing 
change your present law? 

Mr. Guevara. We have a permanent appropriation to pay the 
claims. 

The Chairman. Are they now paid upon certificates of the auditor 
of the Philippine Islands? 

Mr. Guevara. Yes. 

The Chairman. I do not see how this provision we are discussing 
would change the procedure. 

Mr. Guevara. No; it is to change the authority, not the procedure. 
It changes the authority as to the determination of the claim. I 
will be able to show you how it will change the authority as to the 
determination of payment of the claim. 
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Mr, Hudson. Perhaps there is a stiimbUngblock in the words 
'/had it been allowed by the auditor/^ The commissioner thinks that 
gives an authority over the judgment. 

Mr. Guevara. Yes; absolutely. There is no other construction 
that may be giyen to it, 

Mr. Hudson. That designates the fund from which the claim shall 
be paid after the judgment is rendered. 

Mr. Guevara. No; it says, ^^as to which the determination of the 
auditor shall be final and conclusive.'' The auditor must counter- 
sign the w^arrant and he would determine whether it was legal. 

Mr, Sabath. And that would be final and conclusive, under this 
bill? 

Mr. Guevara. Yes, sir. 

Mr. Sabath. And therefore the auditor would be placed in a 
position where he would have more authorit}^ and jurisdiction than 
the courts? 

Mr. Guevara. Yes, sir. 

Mr. Knutson. Perhaps that language is ambiguous. 

General Hull. I do not think so. It was drawn b}^ Judge Fisher 
to take care of this situation: The court gives a final judgment, then 
the question arises whether there is an existing appropriation out of 
which that judgment may be paid or whether it shall be certified to 
the legislature for a special appropriation. That is the onty question. 
Somebody has to decide that, whether there is an existing appropria- 
tion out of which the payment may be made or whether the judg- 
ment shall be certified to the legislature for a specific appropriation. 

Mr. Guevara. The language used by this provision does not 

General Hull (interposing). The auditor can not review a court 
decision. 

Mr. Hudson. The purpose is to designate the fund from which 
the judgment shall be paid. If the auditor could allow the judgment 
under process of law, it could be paid from that fmid. On the other 
hand, it might be necessary to certify the judgment to the legislature 
for an appropriation. 

General Hull. The idea Judge Fisher had in mind was to delegate 
to the auditor determination as to whether a judgment was one that 
may be paid out of an existing appropriation, or whether it was one 
requiring a specific appropriation. 

Mr. Thurston. It will take an act of the legislature to provide 
money for the payment of these claims, and therefore their payment 
remains within control of the legislature. 

Mr. Guevara. That is not expressed by the bill. Any lawyer, I 
believe, will interpret this law as prerequisite to the payment of the 
judgment that there should be an existing appropriation, and that 
the payment be allowed and determined by the auditor. 

The Chairman. You may take the word of the chairman and of 
General Hull that there was no such idea in our mind. If your con- 
struction may be placed upon that provision, that provision will be 
changed, because we did not intend that the auditor should be given 
powers superior to the courts or over the courts. 

Mr. Guevara. I have been trying not to use my training as a 
lawyer to seek technicalities for the purpose of making systematic 
opposition, but, as a lawyer, I would prevent when this bill is enacted 
and submitted to the court for decision a misinterpretation of the 
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intent of Congress in its enactment. I may be a judge at some time 
in the future, and in that position be called upon to pass upon the 
language in this bill. Then I would construe this liaw as I under- 
stand it according to the words used. We should get this right. 
That is the reason I wish to say to the committee that I am not tak- 
ing advantage of technicalities simply to make a systematic opposi- 
tion. My intention is to help the committee to pass a good law, if 
any law is to be passed. 

The ChmivMan. You want a law in proper form and as perfect as 
is possible? 

Mr. GuEVAEA. Yes. I will pass to another point. Existing law^s 
in the Philippines vest certain authority in the manager and board 
of directors of the Philippine National Bank, and in certain corpora- 
tions owned by the government, including the railroad. The bill 
now in consideration would give the auditor for the Philippine 
Islands jursidiction and authority over the manager and the board 
of directors of the bank, the manager and board of directors of the 
Manila Railroad, and the managers of all those corporations owned 
by the government. That would be a wonderful job for the auditor 
for the Philippine Islands. He would be almost supreme. 

Section 24, page 2, of the bill now under consideration, contains 
two parts, one referring to the authority of the auditor to pass 
upon all claims pertaining to the revenues and receipts from what- 
ever source of the Philippine government and of the provincial and 
municipal governments of the Philippines. The other part refers to 
the authority to be given to the auditor for the Philippine Islands 
to pass upon all claims pertaining to the revenues and receipts from 
whatever source of all corporations of which the government, or 
any Province or municipality thereof, owns a majority of the capital 
stock. 

The Chairman. What is the objection to that? 

Mr. Gtjevaea. We have more confidence in the courts than we 
have in the auditor for the Philippine Islands. That has been 
taught us by the American people — that we must hold in high regard 
and veneration our courts of justice. 

Mr. Knutson. How are those courts in the Philippine Islands? 

Mr. Guevara. Our judicial system and judges have been praised 
by many American jurists, and we are proud of it, and the American 
people ought to be proud of the judicial system that has been im- 
planted in the Philippine Islands. 

The Chairman. But you can always appeal to the courts, 

Mr. Guevara. Why make the auditor for the Philippine Islands 
a court of first instance? Is the auditor of the Philippine Islands a 
better man than the manager of the public utilities, the manager or the 
board of directors of the Philippine National Bank? Is the auditor for 
the Philippine Inlands a better man than the managers and directors 
of these various corporations of which the government owns a ma- 
jority of the capital stock? In short, is one man better than 12 men? 

The Chairman. Sometimes to have one man watch 12 men is a 
good thing. 

Mr. Guevara. That may be true. The Governor General of 
the Philippine Islands may be better than the Philippine Legislature. 
The President of the United States may be better than the Congress 
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of the United States. The efficiency of a democracy is still a de- 
batable question; and sometimes a monarchy is better than a republic. 

The Ch AIRMAN. The expenses of the President of the United States. 
are examined and audited by the Comptroller General of the United 
States. 

Mr. Guevara. The Comptroller General of the United States 
may have the right to pass upon any claims referring to the office of 
the President of the United States. He may have the right to pass 
upon practically any claim of or against the United States; but the 
Comptroller General of the United States niecy be impeached by the 
Congress. On the other hand, the auditor for the Philippine Islands 
is and will be immune from impeachment. He is outside of the 
control of the people there and outside of the control of the legislature. 

Mr. Bacon. He can be impeached by the Congress of the United 
States. 

Mr. Guevara. He is 10,000 miles from the Congress of the United 
States, and should American occupation of the Philippine Islands 
last a hundred years, 3^ou may rest assured that no official in the 
Philippine Islands appointed b.y the President of the United States 
will ever be impeached. It is hard to get an impeachment in any 
Congress. 

Mr. Dallinger. It would be very much easier to prosecute an 
impeachment in the Legislature of the Philippine Islands. 

Mr. Guevara. I do not know^ about that. It is acf-ording to the 
merits. 

Mr. Dallinger. You do not think the Congress of the United 
States would be influenced by the merits? 

Mr. Guevara. I do not know. But how can ^^^ou be influenced 
by the merits if you are 10,000 miles from the Philippine Islands and 
the seat of action is here and you depend upon information given you 
by your own agencies? 

Mr, Dallinger. There is nothing to prevent witnesses being sum- 
moned in the Philippine Islands and brought to the United States 
to give testimony. 

Mr. Guevara. Yes; maybe. But it is rather hard to call witnesses 
from the State of Pennsylvania to Washington. [Laughter.] 

The Chairman. If everything is all right, why do you resent the 
control, which you apparently do resent, of this auditor over the 
same kind of accounts that we in the United States submit to our 
Comptroller General? 

Mr. Guevara. I do not oppose and will not oppose so long as I 
am a representative of the Philippine Islands in the United States 
any authority given to the auditor to examine and audit the accounts 
of the Philippine government, because that auditing and examining 
protects the people there; but I do oppose and will continue to oppose 
any plan to give him judicial power of settling not onlj accounts but 
also claims. The Comptroller General here does not exercise such 
unlimited powers. 

Mr. Hudson. Your desire is simply that you do not ^vant the audi- 
tor for the Philippine Islands who passes upon these claims to have 
the final power of arbitration and settlement. 

Mr. Guevara. I would not give him power to settle claims. I 
would give him power to examine, audit, and settle accounts, but 
we have an adequate safeguard in the courts as to claims. We do not 



68 THE PHIBIPPINE ISLANDS 

want to be protected as regards claims by the auditor for the Philip- 
pine Islands, because we have judges there for that purpose. 

The Chairman. You can always appeal to the judges. 

Mr. Guevara. But why give judicial f)ower to incompetent per- 
sons. Why give judicial power to the auditor for the Philippine 
Islands when he is not even a lawyer? He is supposed to be an ac- 
countant. I do not know whether he is an accountant or not. He 
is supposed to be efficient in numbers, but he is not supposed to be 
efficient in reviewing codes, investigating the history of law, and 
interpreting law. Why give a man like that judicial power to pass 
upon claims which are proper objects for judicial consideration? 
Therefore, we require the qualifications of lawyer to be a judge. He 
must have studied law. On the other hand the qualifications for an 
auditor is that he shall be an accountant. He must have studied 
figures. 

The Chairman. I desire at this time to read into the record sec- 
tion 236 of the Forty-second Statute, because I think it is pertinent 
to the matter we are discussing now. It says: 

All claims and demands whatever by the Government of the United States or 
against it, and all accounts whatever in which the Government of the United 
States is concerned, either as debtor of creditor,, shall be settled and adjusted in 
the General Accounting Ofl&ce. 

The Chairman. That is what we wrote into the law creating the 
oflice of the Comptroller General of the United States. I do not see 
how that is different from what we are trying to do in the Philippine 
Islands. In fact, since section 24 of the organic act provides that 
the insular auditor shall have the same jurisdiction as the auditors 
and Comptroller of the Treasury, now the Comptroller General, I 
think he now has that authority. 

Mr. Bacon. As a matter of fact it does not go that far. 

Mr. Sabath. That is not true, because we have a committee on 
claims in the House through which pass thousands and thousands 
of claims ; and on the other hand the claims are settled by the boards 
in the respective departments. 

Mr. Guevara. Continuing to read the Ynchausti decision, it 
says, '^We may add that such a conclusion is quite in keeping with 
the functions of the Auditors of the Treasury and the Comptroller 
of the Treasury of the United States, a comparison which is constantly 
used in the Philippine statutes. Neither the Auditors nor the 
Comptroller of the Treasury of the United States is vested with 
authority to decide questions of classification of duties under tariff 
acts.^' The same power is proposed to be given to the auditor of the 
Philippine Islands under the present bill. 

Mr. Thurston. What discretionary power or authority would 
that vest in the auditor for the Philippine Islands? The only funds 
he could pay back without an appropriation of the Legislature of 
the Philippine Islands would be on account of disputes arising under 
administration of the tariff acts. Any contractual claim would 
have to go to the Legislature of the Philippine Islands for an ap- 
propriation. 

Mr. Guevara. Yes. 

Mr. Thurston, Therefore the objection you are entering here 
simmers down to this: Allowing the auditor for the Philippine 
Islands the decision to make tax refunds. 
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Mr. Guevara. No; I would not give him the power to pass upon 
claims, and I have read you the legal definition of *' claim/' 

Mr. Thurston. Even if he were empowered to pass upon some- 
thing in the nature of a claim, only those claims relating to tariff 
acts could be paid by him, and all others would have to go to the 
general assembly for an appropriation. 

Mr. Guevara. No. If there is an existing appropriation there is 
no necessity for the legislature to appropriate money to pay the 
claims. That is a permanent appropriation which has been in 
force for the last 24 years. It is not renewed each year by the 
legislature. 

Mr. Thurston. You have no funds in the Philippine Islands to 
pay judgments other than those coming through your tariff acts. 

Mr. Guevara. We have a permanent fund to pay claims against 
customs duties, internal revenues, etc. 

Mr. Thurston. But that is all. You have no fund from which to 
pay general claims; and your objection is confined to those claims 
arising under customs claims. 

Mr. Guevara. Yes. 

The Chairman. Going back to the question of placing the auditor 
for the Philippine Islands above the courts. General Hull has just 
suggested an amendment in line 23 and line 24, page 7, of H. R. 
16868. The general suggests that that subdivision read as follows: 

No such judgment shall be paid unless there is an existing appropriation out of 
which such judgment might be paid and as to which the determination of the 
auditor shall be final and conclusive, until it shall have been reported by the 
Governor General to the Philippine Legislature and a specific appropriation to 
pay such claim shall have been made. 

That makes it clear as to what the determination of the auditor 
shall be. 

I will now read into the record section 523, Forty-second Statutes, 
Title IV, concerning comptrollers of customs. It says : 

Naval officers of customs now in office and their successors shall hereafter be 
known as comptrollers of customs. 

Comptrollers of customs shall examine the collector's accounts of receipts and 
disbursements of money and receipts and disposition of merchandise and certify 
the same to the Secretary of the Treasury for transmission to the General Account- 
riing Office. They shall perform such other duties as the Secretary of the Treasury 
may from time to time prescribe, and their administrative examination shall 
extend to all customs districts assigned, to them by the Secretary of the Treasury. 

Comptrollers of customs shall verify all assessments of duties and allowances 
of drawbacks made by collectors in connection with the liquidation thereof. 
In cases of disagreement between a collector and a comptroller of customs, the 
latter shall report the facts to the Secretary of the Treasury for instructions. 

This section shall not be construed to affect the manner of appointment, the 
terms of office, or the compensation of any such officer as now provided by law, 
nor to affect the provisions of the Budget and Accounting Act, 1921, approved 
June 10, 1921. 

Mr. Guevara. I believe the Supreme Court of the United States 
has interpreted the duties and rights of the collector of customs in the 
Ynchausti case. Speaking with reference to authority to decide 
questions of classification of duties under tariff acts, the United 
States Supreme Court says: 

Those are considered and disposed of, first by the collectors of customs, then 
by appeal after written notice to a Board of General Appraisers and then by 
a review by the Court of Customs Appeals. (Act of June 10, 1890, 26 Stat. 131, 
136, ch. 407, sec. 12; act of May 27, 1908, 35 Stat. 403, 406, ch. 205, sec. 3; act of 
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August 5, 1909, 36 Stat, 11, 98, ch. 6, sec. 28; act of September 21, 1922, 42 Stat. 
858, 970, ch. 356, Title IV, sec. 515.) Under certain limitations a further review 
may be had in this court. 

That is the wkole procedure about the colleetion of duties in the 
United States. Under the bill now under consideration the auditor 
for the Philippine Islands v/ould be vested with the authority to 
pass upon and settle all accounts and claims pertaining to the rev- 
enues and receipts from whatever sources of the Philippine govern- 
ment and of the provincial and municipal governments of the Philip- 
pines, including trust funds and funds derived from bond issues; and 
audit, in accordance with law and administrative regulations, all 
expenditures of funds or of property pertaining to or held in trust 
by the government or the Provinces or municipalities thereof. He 
would also perform a like duty in respect to all Government branches 
and all corporations of which the Government, or any Province or 
municipality thereof, owns a majority of the capital stock. 

I gave to the committee yesterday morning the legal definition of 
the word ^* claims,'^ by the Supreme Court of the United States and 
of many States of the Union. That is in the record. 

What claims may arise in the conduct of the business of the Philip- 
pine National Bank? Suppose I borrow money from the Philippine 
National Bank with the guaranty of my real estate, and with the 
obligation on my part to pay 6 per cent interest on the money bor- 
rowed. At the maturity of my obligation, of course, the Philippine 
National Bank will proceed to collect from me the money I owe it, 
with interest agreed upon between me and the Philippine National 
Bank. Suppose for some reason I refuse to pay my obligation and 
the interest thereon. Then I have a claim against the Philippine 
National bank. According to existing law in the Philippine Islands 
this controversy between the Philippine National Bank and the 
debtor would be taken to court for determination and adjudi- 
cation for trial and judgment. However, if H. R. 16868 is enacted 
into law, no longer will the courts hear that claim. It would go to 
the auditor. 

Mr. Ragon. If I may interrupt, suppose you had a recoupment 
against that claim, you do not mean to say that the auditor would 
pass upon that? 

Mr. Guevara. Yes; he would, according to H. R. 16868: He 
would settle that claim. That is the reason this proposed bill gives 
the auditor the power to communicate with any person having a 
claim and to summon witnesses, take evidence, and to have a real 
trial court. 

Mr. Sabath. There is no question but what that may be done 
under the bill now before us. 

Mr. Guevara. Suppose the Manila Railroad Co. should order 
materials, say, steel, in the United States from the United States 
Steel Corporation. The two parties would agree upon a certain 
price per ton for that steel, and the Steel Corporation would ship the 
material from here to the Philippine Islands. After it got there some 
dispute with reference to transportation charges would come up, and 
the railroad company and the Steel Corporation could not settle the 
matter between themselves. Thereupon a claim arises against the 
railroad company and in favor of the Steel Corporation. In this case 
under the existing law the claim would go to the court for trial and 
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decision, whereas according to the proposed bill it would go to the 
auditor and be settled administratively. 

The Chairman. That flight save a lot of litigation. 

Mr. Guevara. If yoii will give the Legislature of the Philippine 
Islands power to impeach the auditor for the Philippine Islands for 
malfeasance, etc., we would give him all the power he seeks. 

The Chairman. To whom would you give that power? 

Mr. Guevara. I would allow it to repose in the courts, where it is 
now. 

I will cite you a case that occurred in the Philippine Islands. A 
corporation known as the Finley Corporation executed a contract 
with the bureau of public works in the Philippine Islands to construct 
a system of irrigation in one of the northern Provinces for a certain 
amount. The contract was duly executed and signed by the chief of 
the bureau of public works and the Finley Corporation; That 
corporation sent its engineers there to make plans for the irrigation 
system, but for one reason or another the corporation failed to 
fulfill its part of the contract to construct the irrigation system; 
therefore according to the law it has no right to claim a cent from the 
Philippine government. But what really happened? 

The Chairman. Would that not depend upon the terms of the 
contract? 

Mr. Guevara. That corporation presented its claim to the bureau 
of public works of the Philippine government, whose head is Mr. 
Williams, a very high-class American citizen of whom the American 
people should be justly proud. After due consideration of the terms 
and conditions of the contract executed between that corporation 
and the bureau of public works, Mr. Williams refused to pay the 
Finley Corporation because they had failed to fulfill their part of the 
contract. The Finley Corporation took up the case to the auditor for 
the Philippine Islands and he ordered the bureau of public works to 
pay 140,000 pesos, while the Finley Corporation had done nothing in 
favor of the government and had failed to fulfill its part of the 
contract. 

Mr. Bacon. Under the pending bill that matter could have been 
appealed to the courts. It is just such things as that that we would 
correct. 

Mr. Guevara. How would you correct them if you give the auditor 
power to settle claims? 

The Chairman. We would provide an appeal on the part of the 
government to the Governor General. 

Mr. Guevara. That would not be satisfactory. The courts 
should decide such matters. If you should vest the auditor with 
such powers, they will be abused. A contractor would come along 
and tell the auditor that everything is all right and to keep still. 
He would say, ^^Boy I will do something for you some time; now you 
just forget this.'' We all know human nature. I say that all dis- 
putes in contracts between the government and private parties should 
be submitted to the courts for determination and adjudication. 

Mr. Williams. Was that $70,000 paid by the government of the 
Philippine Islands? 

Mr. Guevara. Yes; and despite the earnest protest of the chief of 
the bureau of public works. 
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Mr. Bacon. But if H. R. 16868 is enacted into law, the chief of 
the bureau of public works will have the right of appeal to the courts 
which does not exist under present law? „ 

Mr. Williams. I am iiot arguing with you, Mr. Bacon, I asked 
the commissioner a direct question. 

Mr. Dallinger. Was the auditor who allowed that outrageous 
claim against the Government a military man? 

Mr. Guevara. Yes. I am very doubtful whether he is even an 
accountant. 

Mr. Dallinger. By whom was he appointed? 

Mr. Guevara. By the President of the United States. He was 
appointed by either President Harding or President Coolidge. 

General McIntyre. Mr, Wright, who is the present auditor for 
the Philippine Islands, was in the Philippine Islands as early as 1901. 
He served a number of years there. Thereafter he became a national- 
bank examiner in this country. In 1920 it was desired to send a man 
to the Philippine Islands, and one of his qualifications was that he 
should be a bank examiner. Mr. Wright possessed that qualification 
and Mr. Baker, the then Secretary of War, made a contract with 
Mr. Wright to go to the Philippine Islands. After he had been there a 
short while he was appointed auditor for the Philippine Islands by 
the President of the United States. I think he was appointed by 
Mr. Harding, although it may have been Mr, Coloidge. However, 
he was sent to the Philippine Islands by Mr. Baker and appointed 
auditor for the Philippine Islands by the following administration. 

Mr. Guevara. I do not know whether he is even an accountant. 
I am not an accountant, and I can not pass upon his qualifications 

Mr. Bacon. Mr. Wright was a bank examiner here before he went 
to the Philippines. 

General McIntyre, He was a bank examiner under the Federal 
Reserve Board at or about the time he went to the Philippines in 
1920. 

Mr. Knutson. Then he is qualified for his duties. 

Mr. Guevara, Perhaps. He believes himself qualified to pass 
even upon the constitutionality of laws passed by the legislature 
of the Philippine Islands. 

Mr, Chairman. Mr. Wright will not always be auditor there, 
and perhaps his successor will have different views. 

Mr. Guevara. There is only one course to be followed here. 
Will you maintain the dignity of the courts of justice in the Philip- 
pine Islands, or will you place the government of the Philippine Is- 
lands under one man called the auditor for the Philippine Islands? 
That is the question to be settled here. 

The Chairman. We would increase the power of the courts by this 
bill. 

Mr. Guevara. You would not increase the power of the courts, 
because the sanie power given by this bill is now enjoyed by the 
courts of first instance, without another court called the auditor for 
the Philippine Islands. The courts are enjoying the same powers and 
authority and jurisdiction that you are giving them under this 
proposed bill. They decide and try cases, but if this proposed bill 
is enacted into law, they can not try cases without first passing 
through the auditor of the Philippine Islands. You can not submit 
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to the courts any question without first passing through the office of 
the auditor for the Philippine Islands. That is the difference. No 
claim may be submitted to the court before it has passed first through 
the office of the auditor. 

I am going to say something about a question that was asked me 
yesterday concerning the power of Congress to pass this legislation. 
Somebody asked me whether I challenged the right of Congress to 
pass the bill now under consideration. I wish to take advantage of 
this opportunity to say that I am the first man to recognize the ab- 
solute right of Congress to pass any legislation regarding the Philip- 
pines. 

Mr. Thurston. State your reasons. 

Mr. Guevara. It is my misfortune; however, that I am not an 
American. If I were an American, I would not only challenge the 
right of the Congress to legislate for the Philippine Islands, but I 
would also challenge the right of the United States to remain in the 
Philippine Islands. 

Mr. Bacon. Did the Congress have a right to pass the Jones Act? 

Mr. Guevara. Were I an American citizen, I would not only 
challenge the right of the Congress to legislate for the Philippine 
Islands, but I would also challenge the right of the United States to 
remain longer in the Philippine Islands. As I have said, it is my 
misfortune that I am not an American citizen, and as a Filipino I 
can not challenge the right of the United States. Within the wisdom 
of the Congress of the United States it can pass any legislation; but 
if the voice of the Philippine people is worthy of some consideration, I 
believe I have expressed their sentiments before this committee. 

I am going to pass to another question in this bill. In section 29 
of the bill now under consideration there are certain very important 
considerations. Mr. Chairman, we have been living under the 
American flag for the last 27 years, and we have been voicing the 
benefits we have received from our association with you ; but never, 
even during insurrection against United States sovereignty, have we 
received such a cutting slap as this section would administer. We 
have always regarded the people of the United States as generous, 
kind, and just. We have never thought that because you gave us a 
few cents you would take them back— those few cents. 

The Chairman. Where are we going to do that? 

Mr. Guevara. Right here [indicating]. 

Mr. Bacon. W^e would simply say how that money should be 
spent. We are not going to take it back. 

Mr. Guevara. Despite the opinion and the statements made that 
that money was a gift of the Nation to the Philippine government, it 
is not in our conception a gift to the Philippine government. Let 
me give you a history of that money. The first civil commission 
sent to the Philippine Islands, which was presided over by Mr. 
Chief Justice Taft and who with his associates then constituted the 
legislative branch of the Philippine government, enacted an export 
tax law to provide revenues for the Philippine government. The 
Congress of the United States in the exercise of its wisdom saw fit to 
repeal that law enacted by the Philippine commission presided over 
by Mr. Taft. That was in 1903. The commission was opposed to 
the repeal of that export tax law because it was a source of revenue 
for the Philippine government. The Congress of the United States 
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observed that the repeal of that act would benefit American con* 
sumers and producers and present a loss for the i^hilippine govern- 
ment. Therefore the Congress inserted in the same act that repealed 
the export tax a provision that all moneys eoliected in the United 
States on products from the Philippine Islands should constitute a 
special fund and be covered into the treasury of the government of 
the Philippine Islands for general purposes. 

The Chaieman. Is it not a fact that such was done because your 
revenues were insufficient to meet your expenses? 

Mr. Guevara. No, sir. I wish you would try to being here 
statistics showing that we have at any time not been self-supporting 
since the American occupation. 

The Chairman. Then what excuse did the United States have 
for giving that money to you? 

Mr. Guevara. The export tax was imposed upon American 
consumers and manufacturers, and the abolition of that export tax 
benefited the American consumers and American manufacturers, 
because the American consumer would not pay in addition to the 
price of the goods the tax that was supposed to be paid in the Philip- 
pine Islands before the goods departed for the United States. 

The Chairman. Then you think the United States ought to tax 
her people to make up your revenues? 

Mr. Guevara. No; that is not my contention. 

Mr. vSabath. The commissioner maintains, as I understand him, 
that the United States deprived the Philippine Islands of the benefit 
of the export tax. 

Mr. Ragon. And substituted this for it. 

The Chairman. That gets back to the question of whether they 
need it for their revenues. After they took off the export tax they 
needed this. 

Mr. Guevara. We ought to have that export tax law or have this; 
but Congress may deprive us of both. 

The Chairman. But under section 29 of H. R. 16868 we would 
give it to you. 

Mr. Guevara. No; I do not agree. 
. Mr. Knutson. Under the pending bill that special fund would be 
subject to the control of Congress. There is no question about that. 
No money could be taken out of the Treasury without an act of 
Congress. The bill says it shall be held in the Treasury of the United 
States as a special fund. As a matter of fact, that money could be 
used to build roads in the United States, if Congress should so will. 

Mr. Hudson. Should that not be safeguarded by a further limita- 
tion as to what that fund would be? 

Mr. Guevara. The Congress of the United States has absolute 
power to dispose of this money in any way it may see fit. However, 
I wish to convey at this time to members of this committee the 
sentiment of the people of the Philippine Islands. Poor as we are, 
needy as we are, we desire to renounce this gift of the United States, 
if this gift is going to be given to us under conditions imposed in this 
bill. According to it, we would not be worthy of the American 
people. We would not be willing to live under the American flag if 
we should have to accept the donation or gift under this condition. 
I believe that if you should do the same thing, or try to do so, with 
any State of the Union, you would get the same response and protest, 



and you would hear the same sentiments T am uttering. If the 
Congress of the United States should attempt to deal with the State 
of Massachusetts or the State of Michigan as it would deal with us 
in this bill, I believe my friends on this committee, the gentlemen 
from Massachusetts and Michigan, rvv^ould be the first to earnestly 
protest. 

Mr. Underhill. Is not the Government doing this same thing in 
the 50-50 projects regarding the building of roads and maternity 
affairs? 

Mr. Guevara. But the people of the State of Massachusetts pay 
tax to the Federal Government. You have a right to participate in 
that fund. That is a right and not a gift. Under this proposed 
scheme you would not only be taking money from the Philippine 
Islands, but you would take the dignity that the Philippine people 
rightfully deserve to retain. 

The Chairman. Do you not think this bill is along the line of giving 
the Philippine Islands more autonomy? It seems to me that such is 
the case. 

Mr. Guevara. No; I do not. It is just the contrary. It dimin- 
ishes the autonomy already granted to the Philippine Islands. 

The Chairman. If the dream of Philippine independence is re- 
alized, of course, you will not get anything from the United States ; 
therefore you might get used to this. But for the time being we give 
it to you in another way. 

Mr. Guevara. You would give us this money in a manner that 
requires a surrender of our dignity. It is better that you withdraw 
this money in its en tire t3^ than give it to us in the manner provided 
in this proposed measure. 

Mr. Gilbert. Under existing law, as I understand, the legislature 
of the Philippine Islands appropriates this mone}^? 

Mr. Guevara. Yes; that is true. 

Mr. Gilbert. Under the proposed bill it would be appropriated in 
a different way. It would be appropriated by the Governor General 
of the Philippine Islands. 

Mr. Bacon. No; by the Congress of the United States. 

Mr. Gilbert. By the Congress. 

Mr. Bacon. Yes. 

Mr. Gilbert. Then to that extent we are necessarily reducing the 
autonomy of the Philippine government. 

Mr, Guevara. Not only that but you would reduce the dignity 
qf the Philippine people, a dignity that the people of the United 
States ought to be the first to defend, maintain, and promote, because 
the Philippines are under the American flag. 

Mr. Knutson. This bill would not affect internal taxes in any 
manner, as I understand. 

Mr. Guevara. No. This bill provides for payment of the salaries 
of the Governor General, the chief justice, and associate justices of the 
Supreme Court, and an auditor and his two assistants. 

Mr. Knutson. This bill provides for articles imported into the 
United States from the Philippine Islands. There is a limitation 
there. It is not general. 

Mr. Guevara. If this is American money, keep it in the American 
Treasury. Why pay our Governor General, our justices of the 
Supreme Court, and our auditor? 
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The Chairman. Why should we not pay the salaries of officer 
appointed by the President of the United States? We paj^ them now 
If we did hot provide for thetei after ta;Kin^ aWay, the 

Philippine Islands would be worse off. 

Mr. Guevara. The political effect of this bill is to consider the 
Philippine Islands out of the jurisdiction of the United States. For 
example/ you are sending a minister to China, to Japan, and to the 
various other countries of the world, and paying their salaries, which 
is proper. Now that is the way you want to do with our Governor 
General, the associate justices of the supreme court, and our auditor. 
You would treat the Philippine Islands as a foreign nation to you. 
If so, why not give them independence? 

Mr. Knutson. Do you not think the Governor General of the 
Philippine Islands occupies the quasi position of a diplomat and an 
executive? 

Mr. Guevara, No; I do not; he is purely an executive officer. 

Mr. Hudson. In my State of Michigan the Federal Government 
pays our Federal judges and revenue collectors there, and we pay it 
out of the money that is raised from Federal taxation within the 
State. We find that such does not hurt our dignity or independence 
or our mutual dependence. 

Mr. Guevara. That is all right, because you pay Federal taxes. 

Mr. Hudson. You maintain that you are paying this indirectly. 

Mr. Guevara. No; we do not pay a single cent as Federal tax 
to the United States. If the Philippine Islands paid taxes to the 
United States, perhaps this provision would be less objectionable. 
But the Philippines do not pay a single cent of tax to the Government 
of the United vStates. 

Mr. Hudson. Mr. Chairman, I feel that we should now come to the 
order of the day. However, I desire at this time to have the record 
show my sincere appreciation of the splendid manner in which the 
Commissioner is presenting his side of this matter. He has done so 
thoroughly, clearly, honestly, and with a great deal of ability; but I 
think we should now come to the order of the day. 

The Chairman: With the understanding that the Commissioner 
be permitted to insert in the record any further remarks he may care 
to make. The committee has now gone 30 minutes beyond the time 
set for an executive session. 

Mr. Knutson, We should have heard the Commissioner at greater 
length yesterday. I made the request at that time. This is a big 
question, and I do not think we desire to go upon the floor of the House 
with incomplete information. 

The Chairman. The Commissioner has had an hour and three- 
fourths this morning. 

Mr. Knutson. The committee had that long. 

Mr. Brumm, For one, I am not willing to vote on this bill before 
I hear the Commissioner to a conclusion. I desire to hear and under- 
stand as best I may everything in this bill. 

The Chairman. Do you desire to ask the Commissioner some 
questions? 

Mr. Brumm. Yes; but I would like to see him finish his presenta- 
tion first. We have heard officers of the United States, but the Com- 
missioner is here alone representing his government, and I do not 
want to go on record as being in favor of curtailing him in presenting 
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his case. The first day of his Statement was interrupted very much 
by members of the committee, and he was not given a clear field. 

Mr. Hudson. It is not my desire to cut off the Commissioner in 
any manner. 

Mr. Brumm. No; I understand that. 

Mr. Hudson. I had supposed the Commissioner had gone over his 
complete case. I rather think he has. 

Mr. Underhill, He is discussing section 29. 

Mr. Hudson. I think he has gone through the whole bill. 

Mr. Knutson. , This is the only opportunity the Philippine Islands 
have to be heard in this matter/ and therefore I think the Commis- 
sioner should be allowed to proceed to a conclusion, 

Mr. Beedy. Mr. Chairman, would you ask the Commissioner if 
he desires to be heard further; and, if so, how much longer? 

The Chairman. Mr. Guevara, do you desire to proceed, and, if 
so, how long? * 

Mr. Guevara. I do not know how long it would take me to finish. 

Mr. Beedy. Do you desire to be heard further? 

Mr. Guevara. Yes; absolutely. 

Mr. Beedy. For how long? 

Mr. Guevara. I can not estimate that, because this bill is very 
fundamental. 

Mr. Beedy. As much as three hours? 

Mr. Guevara. Perhaps as long as that. 

The Chairman. .He would not do that with my consent. I would 
not hear anybody three hours. 

Mr. Beedy. I move that we hear the commissioner an additional 
half hour at this time. 

Mr. Bacon. I second that motion. 

The Chairman. A gentleman has been here three mornings for the 
purpose of being heard by the committee, and if we could at this time 
giv^ him 10 minutes, I think it would be well. 

Mr, Underhill. If he is the gentlemen I think you refer to, I want 
him to talk longer than 10 minutes. He has just returned from the 
Philippine Islands and knows more about this matter than anybody, 
except Mr. Guevara. 

Mr. Guevara. I should be glad to yield to the gentleman in ques- 
tion at this time. 

Mr, Knutson. Let us hear further from Mr. Guevara at this time. 

Mr, Gilbert. I may say that the Commissioner is at a point in his 
presentation that concerns me more than any other part of the bill. 

Mr. Beedy. I will withdraw my motion. 

Mr. Dallinger. I believe there is general debate on the legislative 
appropriation bill to-day. 

The Chairman. Yes. 

Mr. Dallinger. Then, why not let us continue at this time? 

Mr. Knutson. We have to have permission to sit after 12 o'clock. 

The Chairman. Let us run along until somebody feels that we 
must quit. 

Mr. Ragon. I would suggest that we let the Commissioner stop 
at this time and hear the gentleman about whom the chairman just 
spoke. I would like to hear him, but I can not come back this after- 
noon. 
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Mr. Gardner. That suits me. 1 do not want to deprive Mr. 
Gilbert of the opportunity to ask any questions he may desire to ask. 

Mr. Gilbert. I am more concerned with the general purposes of 
the bill than its technical construction. The United States has main- 
tained, or at least has announced a policy through all these years, 
that our attitude toward the Philippine Islands was and would be 
one of increasing autonomy to result in total independence, and also 
that our attitude would be one of cooperation with those people. 
Mr. Commissioner, in your opinion, does the taking away of this 
joint administration of aflFairs and putting it solely in the hands of the 
Congress of the United States constitute a contraction rather than an 
expansion of your autonomy? Is that not necessarily a contraction 
rather than an expansion of autonomy? 

Mr, Guevara. It is a contraction^ — a diminution. 

Mr. Gilbert. And it is a separation of these functions. The 
Congress of the United States shall spend certain moneys and the 
Legislature of the Philippine Islands shall spend certain money. Is 
that not a withdrawal of cooperation and providing for separate 
functions? 

Mr. Guevara. Yes, sir. Not only that, but it will give rise to ill- 
feeling between the two peoples. 

Mr. Gilbert. Will it not necessarily, in your opinion, cause 
friction rather than maintain or promote harmony? 

Mr. Guevara. Absolutely so. 

Mr. Gilbert. Do the people of the Philippine Islands desire to 
accept a gift that will detract from tlieir dignity and participation in 
their own affairs, even though they might benefit financially? 

Mr. Guevara. By no means. I suppose we shall have to endure 
it, because we can not help ourselves; but we would not accept it 
willingly. 

Mr. Gilbert. I asked one question of General Mclntyre that 
seemed to be absurd to soine members of the committee. Would 
not $25,000 in the Philippine Islands have a much greater pur- 
chasing power than the same amount of money would purchase in 
the United States? 

Mr. Guevara. What I can buy for 1 peso in the PhiHppine 
Islands I can not buy for $1 in Washington. A pound of chicken in 
the Philippine Islands costs about 30 cents connant, or 15 cents in 
gold. A whole chicken weighing 2 pounds costs about 30 cents in 
gold there. In Washington, where I have lived for four years, I never 
bought a chicken for less than 60 cents gold a pound. Again, the 
shoes I have on were bought in the Philippine Islands two summers 
ago and they cost me $7.50. They are Florsheim shoes and cost 
$10 in the United States. 

Mr. Gilbert. What is the purchasing power of this $25,000 
expended in the Philippine Islands? 

Mr. Guevara. Practically speaking, it is $50,000. 

Mr. Gilbert. I was in Manila with 15 or 20 other Congressmen 
one time and we all wanted to load down the boat and bring home a 
cargo under the false impression that we were buying the things very 
reasonably. 

Mr. Guevara. I am sorry that the people there take advantage 
of American tourists and make them believe that the peso is equal to 
an American dollar. 
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Mr. GiLBl3RT. I Game b^ck to tihe United States with about 
$1,500 worth of goods, and they cost me $300. I declared exactly 
what they cost me. The customs officer looked at them and asked 
me what I had paid for them I told him, and he replied, '^ You paid 
too damn much.'^ I am more concerned in that than I am in the 
dollars and cents. After the decision, of the supreme court in the 
Ynchausti case, is there any doubt or any ambiguity as to the func- 
tions of the auditor as they now exist? 

Mr. Guevara. No; he had no more powers then than he has now 
according to the Jones law. 

Mr. Gilbert. The purpose of this bill is to clarify any confusion 
that exists as to the functions and duties of any officer, or is it to 
give power that those officers do not now have? 

Mr. Guevara. The effect of the bill is to give the auditor of the 
Philippine Islands the power he thought he had before the decision 
of the supreme court. 

Mr. Brigham. You mean the powers he had exercised before that 
decision. 

Mr. Guevara. Yes; it is not to clarify the duties; it is to give him 
the power he thought he possessed. 

The Chairman. We are fortunate in having with us this morning 
Mr. Williams, who has just returned from the Philippinelslands 

Mr. Underhill (interposing). Before going into that, I, for one, 
desire to hear Mr. Guevara further. Mr. Williams is not in any 
hurry to get away. 

Mr. Ragon. I had uiiderstoad he could not return after to-day. 

Mr. Underhill. No; I believe he can come here almost any time. 

Mr. Hudson. I think we ought to follow Mr. Guevara before we 
hear Mr. Williams. 

The Chairman. Go ahead, Mr. Guevara, and tell us more about 
section 29. 

Mr. Beedy. May I ask the commissioner a question at this time? 

The Chairman. Certainly. 

Mr. Beedy. Whose money is this that is being dealt with in this 
bill? 

Mr. Guevara. It belongs to the American people, but it was given 
to the Philippine government as a compensation for the loss suffered 
by the Philippine government by reason of the repeal of the export- 
tax law. Therefore, if I were a judge now deciding this case, I would 
say this is a donation or gift to the Philippine people. 

Mr. Beedy. Your position is that such is a gift that ought not in 
good morals and good conscience be revoked? 

Mr. Guevara. Yes; that is true. I believe all members of the 
committee know about Indian gifts in this country. 

Mr. Beedy. The title to this money, as it is collected from year to 
year, has for all time been parted with by the American people and 
is vested by them in the Philippine people. 

Mr. Guevara. Yes. 

The Chairman. Of course this all happened a great many years ago. 

Mr. Guevara. Twenty-seven years ago. 
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STATEMENT OF MA J. GEN. FEANK McINTIRE, UNITED STATES 
ARMY, CHIEF OF THE BUREAU OF INSULAR AFFAIRS, WAR 
DEPARTMENT 

The CHAiRMAisr. We have with us this morning a gentleman who 
is familiar with the subject of revenues in the Philippine Islands, 
and I think we ought to ask him about this matter at this time. I 
refer to General Mclntyre. General Mclntyre, what happened at 
the time this change was made? Why was the export tax removed? 

General McIntyre. In all the Spanish possessions that we took 
over at the end of the Spanish-American War, the export tax was 
quite a serious part of their income. For instance, in Porto Rico 
there was an export tax on cojff ee, and it was abolished by the military 
government there. That was not because as Americans we objected 
to or were affected by that tax, but because it was oppressive of the 
people there. 

In the Philippine Islands we could not abolish at once all export 
taxes. The Congress in the Philippine tariff acts it passed continued 
these export taxes a while for the support of the government, and the 
export taxes there were not abolished until the passage of the Under- 
wood tariff bill in 1913. That action took away a certain amount of 
the revenue of the Philippine Islands, but the agriculturists in the 
islands who produced such things as sugar, tobacco, and hemp had 
been asking for years to be relieved of the export tax. We do not 
have an export tax upon our people, and it was to help the people 
of the Philippine Islands that we abolished that tax there. Time 
and time again the producers of hemp and others objected to the 
export tax in the Philippine Islands. The government there at 
times was quite fearful of losing this export tax because it was afraid 
its repeal would cause a large loss in revenues. Therefore the govern- 
ment was not so strong for the repeal of this tax as were the 
agriculturists. 

It was provided in 1902 that the customs duties collected in the 
United States on products coming from the Philippine Islands 
should be turned over to the Philippine government. One may see 
at once that such was not a reciprocal arrangement, because we took 
off 25 per cent of the American duty on products coming from the 
Philippine Islands, but American goods going into the islands paid 
full duty. That was necessary to comply with the treaty with 
Spain, which provided that for 10 years American goods could not 
receive more favorable terms of entry into the Philippine Islands than 
could Spanish goods. Therefore, we paid on all American products 
going to the Philippine Islands full duty, and that money went into 
the treasury of the Philippine Islands, while all goods of the Philip- 
pine Islands coming to the United States were allowed a discount of 
25 per cent. What we collected went into the treasury of the Philip- 
pine Islands to assist that government. The basis for the idea that 
there was a reciprocal arrangement was as follows : 
- It was provided that the duty collected in the United States on 
Philippine products should be reduced by the amount of any export 
tax which was paid on those products in the Philippine Islands. There 
was, for example, an export tax on sugar and tobacco in the Philippine 
Islands, and when those products came to the United States our 
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customs duty was reduced by the amount of the export tax paid in 
the islands. 

On Manila hemp there was likewise paid an export tax in the 
islands, but hemp was on the free list in the United States. It was 
therefore provided that all articles the growth and product of the 
Philippines admitted into the United States free of duty for use and 
consumption therein should be exempt from any export duties 
imposed in the Philippine Islands. This created a situation under 
which hemp exported from the islands for use in foreign countries 
paid an export tax and for consumption and use in the United States 
paid no export tax. In the enforcement of this provision it was 
found necessary to collect the tax in all cases but to refund it on 
evidence that the hemp paying the tax had been consumed in manu- 
facture in the United States, 

It was this situation that has given rise to the suggestion that 
customs duties collected in the United States on Philippine products 
were turned back to the Philippine treasury because the Philippine 
treasury was deprived of the export tax on Manila hemp consumed 
in the United States. This view was strengthened by the fact that 
these two amounts were approximately equal for a number of years. 

The Philippine Commission, headed by Mr. Taft, complained bit- 
terly of this export tax refund and an effort was made to abolish it. 
It was abolished in 1913. Therefore there is no set-off against this 
fund to-day. The Philippine IslaDds do not pay any export tax for 
the same reason that the people of Porto Rico do not pay such a tax. 
Nobody wants to pay an export tax that I know of, if he can support 
his government without it. 

Mr. Beedy. I understood you to say that originally there was a 
consideration, as it were, for the remission of the export tax which 
was met by the reduction on the duties that were collected at our 
ports, but subsequently and now, affecting this money, there is no 
trade about it. 

General McIntyre. No; there never was a trade, but it so worked 
out and was set up by the commission in their report. They said, 
^^This is the amount of export duty refunded, and this is the amount 
of taxes collected in the United States and turned in to the treasury 
of the Philippine Islands.^' 

Mr. Beedy. Who started that practice and what was the motive? 

General McIntyre. It was done in the act of 1902. It w^as done 
to reduce the price of cordage in the United States. 

Mr. Beedy. I presume that we, receiving the benefits of the 
reduced price of cordage, thought it only fair to send back this money 
to the government of the Philippines. 

General MgIntyee. The theory was that we send a great deal more 
back. We started to give 25 per cent reduction in taxes on all things 
coming from the Philippine Islands. That is more than we gave 
Cuba. However, the Philippine Islands are paying nothing now. 
Everything comes in free. 

As a matter of fact, there is no territory under the American flag 
that is treated so favorably as the Philippine Islands. No foreign 
country could by any treaty or otherwise get anything approximat- 
ing the privileges we accord the Philippine Islands. 

Mr. Ragon, With reference to the tariff? 
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General McIntyre. Yes. This is what happens: In the Philip- 
pine Islands the leading export crop now is sugar. For purposes of 
comparison, I will take Hawaii; the principal crop of Hawaii is sugar 
also. Sugar from both places comes to the United States free of 
duty. The principal food of the laborer in the Philippine Islands is 
rice, and the principal food of the laborer in Hawaii is rice. A 
Hawaiian has to pay a duty of about $4.40 a hundred kilos, or 2 cents 
a pound, on his rice. That money goes into the Federal Treasury. 
The inhabitants of the Philippine Islands import rice principally from 
Indo-China and pay a duty imposed by their own legislature. The 
legislature has jfixed the duty at $1.50 a hundred kilos. That money 
goes into the treasury of the Philippine Islands. That duty can be 
reduced to-morrow, or, if the legislature desires to protect its own 
rice growers, it can increase the duty. They fix the duty themselves. 
Both Hawaii and the Philippine Islands are producing and bringing 
sugar to the United States, but Hawaii pays twice as much for its rice 
as does the Philippine Islands. The duty on rice entering Hawaii 
is $4.40 per 100 kilos; in the Phillippines, $1.50 per 100 kilos. 

Mr. Dallinger. I gathered from your statement that the Legis- 
lature of the Philippine Islands has very much more power than the 
Territorial I^egislature of Hawaii. 

General McInytre. Yes; it has more power than any Territorial 
legislature we have ever had. 

Mr. Beedy. This money that is supposed to be a gift is money 
collected from American consumers on account of internal-revenue 
taxes on tobacco, cigars, etc. 

General McIntyre. Largely cigars. 

Mr. Beedy. Do we give that same money to the Porto Ricans? 

General McIntyre. We have since 1917. 

Mr. Beedy. Is that money paid into the treasurer of Porto Rico 
and appropriated by its legislature, following the practice in the 
Philippine Islands? 

General McIntyre. Yes. 

Mr. Beedy. In other words, they are on a parity in that respect. 

General McIntyre. Yes; in that respect, but in other respects- 

Mr. Beedy (interposing). I am speaking in a general way and 
have particular reference to this money. 

General McIntyre. Yes; that is the same. 

Mr. Beedy. We have introduced a bill to take this money aw^ay 
from the Philippine Islands, and there is none for Porto Rico; there- 
fore they are not to be on a parity. 

General McIntyre. For more than six, years I have come before 
this committee at intervals and requested that the salaries of these 
13 officers appointed by the President be put on a reasonable basis. 
That is not the basis that British officers are on, even though they are 
occupying similar positions. We do not ask that the Governor 
General, who presides over an island of 12,000,000 people, should 
receive the same as the British pay the Governor of the Straits Settle- 
ments, with less than a million population, or the Governor of Hong- 
kong, which is a city about the size of Washington. We are only 
asking what is reasonable. Every time that I have advocated these 
increases it has been opposed on the ground that we are asking Con- 
gress to dispose of the revenues of the Philippine Islands, and that 
would constitute a case of taxation without representation. I have 
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tried to answer that bj^ saying that such would be only a very small 
part of the tax the American consumer pays when he buys cigars and 
like things that come from the Philippine Islands. The total of these 
salaries is olily a small part of what we turn over to them; but we 
can not get that money so long as it is a part of the money that the 
Legislature of the Philippine Islands disposes of . 

The money we are giving these officials in the Philippine Islands is 
money which we collect here in the United States. 

Mr. Ragon. Have you ever before suggested that the salaries of 
these officers be increased out of this money? 

General McIntyre. Yes; I was here when Mr. Newton Baker 
was Secretary of War and made the attempt, and I have attempted 
it several times since. 

Mr. Ragon. Why has not some bill been introduced along that 
line? . 

General McIntyre. One bill looking to an increase for the auditor 
only passed the Senate. 

Mr, Ragon. Such a bill has not been introduced in the House 
during the last four years. 

General McIntyre. This would be a salary bill. These salaries 
are the ones we have recommended since 1920, and are, in effect, 
practically the same salaries we tried to get put into the Jones bill. 
It was difficult to get the committee to take the view that it would 
be our money that we would dispose of. 

Mr. Williams. Why not amend this bill to take care of those 
salaries and then keep back that much money, giving the remainder 
to the treasury? 

General McIntyre. I think it will be explained why some of this 
other money is needed for other purposes. I think you are going to 
find when you go into this matter that appropriating this money 
would be for purposes which the people of the Philippines under- 
stand and which should be taken care of, but it is impossible as a 
political proposition in the Philippine Islands. 

We need in the Philippine Islands a school for the children of Army 
and Navy officers, civil officers we send there, and for Americans 
doing business in the Philippine Islands, yet whose homes are in the 
United States. Such a school should fit in with our school system in 
this country, so that when a boy finished there and arrived at a cer- 
tain age he would be prepared to enter college. The same is true 
with respect to girls. Most American parents have in mind, though 
temporarily in the Philippines, the American education of their girls 
and boys. 

Now, when one goes before the Legislature of the Philippine Islands 
and asks it to provide a special school for American children out of 
their revenues, the political situation presents itself. A Filipino who 
would like to do it and who would understand the compelling reasons, 
would not care to take affirmative action and thereby place himself 
in an unpopular position before his own people. That is the sort of 
thing that it is hoped may be taken care of here. It would relieve 
them of a certain embarrassment. 

Mr. Beedy. Mr. Williams brought up an interesting parallel which 
presents several points of view. I want to connect that up, if I can. 
You just stated that what we proposed to appropriate is but a small 
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part of the money we turned back to the Philippine Islands, What 
do you mean by that? 

General McIntyre. The salaries would be but a small part— 
$160,000. That would be approximately one-third. You reduce by 
one-half — ^- 

Mr. Beedy. It seems to me that so far as circumstances justify 
we ought to proceed in the management of all our insular possessions 
in a more or less uniform manner. What would you suggest as a 
justification of this treatment of the Philippine Islands as opposed 
to similar treatment for Porto Rico? 

General McIntyre. As you will probably recall, two or three 
years ago the representatives of Porto Rico came here and told you 
that they appreciated the fact the salaries we were giving our offi- 
cers in Porto Rico were too small. They themselves had increased 
the salaries of their own people. Congress alone can increase those 
salaries there, and their legislature had passed an act providing for 
increases in these salaries, ^subject to your approval. The Congress 
did not approve them fully. We were getting soniewhere with the 
good will of the Legislature of Porto Rico, but we have not been 
able to do that with the Legislature of the Philippine Islands. 

The Chairman. Is it not true that the Porto Ricans wish us to 
pay our officers in Porto Rico more money? 

General McIntyre. Yes; the representatives of Porto Rico came 
here and recommended about the same salaries we thought proper, 
but Congress did not think so. 

Mr. Beedy. The decision of the department would be this, 
General — that this departure from a uniform policy seems to be 
justified by more of a resentment on the pai't of the Filipinos than 
there is on the part of the Porto Ricans of our attempt to govern 
them. Is not that a fact? 

General McIntyre. In a way it is. 

M.T, Beedy. What do you mean by "in a way.^^ Is it not a plain 
matter of fact? 

General McIntyre. In Porto Rico we have certain political 
questions and the people there are busy and intense with them. In 
the Philippine Islands they have certain other questions. In Porto 
Rico these questions we are discussing are not political, but in the 
Philippine Islands they are of a political nature. 

As a matter of fact, I feel personally that it is quite as easy, or 
easier, to get along with the Filipinos than with any other people. 
I do not feel that they are resentful of American occupation; but 
racial questions may be used anywhere in an appeal to the people. 

Mr. Beedy. I do not think we ought to let that go into the record 
that they are resentful of American rule. They are resentful of the 
purpose of another nation to govern them, no matter what the 
nationality may be, / 

General McIntyre. It is a strong nationalistic spirit that is being 
encouraged. 

Mr. Beedy. Is there not a resentment on the whole, but the 
objection to our rule over the Philippine Islands is stronger there 
than the objection to our rule in Porto Rico is in Porto Rico? 

General McIntyre. The feeling does not show itself so strongly 
in Porto Rico as it does in the Philippine Islands. Recently certain 
people in Porto Rico were invited to attend a congress of some sort — 
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a congress of oppressed peoples to be held at Brussels or the Hagiie. 
The young man representing the Nationalist Pa^rty in Portp Rico 
wrote a lengthy article about the failure of those interested in this 
movement in an effort to collect money enough to send a representa- 
tive to this congress. Apparently there was not enough interest in 
that movement to cause people to contribute toward defraying the 
expenses of representation. 

Mr. Hudson. In relation to this other part of the fund, would 
that not be on a parity with our saying to our States that we will 
contribute so much money for the buUding and maintenance of 
roads, the care of health, or other purposes? That puts the two on 
the same footing. 

General McIntyre. Yes; that is true. 

Mr. Hudson. We would say ^^in addition to what you are doings 
we want to help, and we will put this money with your money.'' 

General McIntyre. Yes. 

Mr. Gilbert. But we are part of both governments. We are in 
a dual status. With them it is one people as against another people. 
In the United States we are as much a part of the Federal Govern- 
ment as we are a part of the States. It is a matter of procedure and 
accounting, whereas when the American Government takes certain 
action with the government of the Philippine Islands, it presents an 
entirely different situation, in that the Filipinos are not a part of the 
American Government in a sense that the States are part of the 
Federal Government. 

Mr. Ragon. You do not mean to say that the Federal aid we give 
for roads would be on a parity with this, because we do not force 
upon the States any Federal aid. If the States receive Federal aid 
it is the result of their own initiative. 

General McIntyre. There are several differences, and I do not 
mean to say that it is entirely parallel. 

Mr. Hudson. I refer to this fund. 

General McIntyre. In the States one is presumed to pay these 
taxes, and that is the form in which the Federal Government takes 
to distribute them, but in the Philippine Islands no Federal tax 
is paid. 

Mr. Knutson, When Federal aid is given to the States the States 
have to provide an equal amount. 

Mr. Ragon. But we do not have to take Federal aid in any way 
unless the States request it. 

The Chairman. You do have to match the Federal contribution 
50-50. 

Mr. Ragon. There is the education bill that has been talked 
about a great deal, and many people object to it because they do not 
want to be under a supervisory board that would tell them what 
standards of education they should attain. We would go to the 
Philippines with money to expend for educational purposes among 
people who think they know more about the needs than we know. 

Mr. Knutson. That does not apply to the Filipinos. 

Mr. Ragon. Then it is more objectionable than ever. I under- 
stood this was to help them by way of general education. 

The Chairman. In 1913, when the export tax was finally repealed 
entirely on Philippine products that would have been the logical 
time to stop returning money to the government of the Philippine 
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Islands, but we continued to do it. The reciprocal part we should 
have stopped at that time. 

General McIntyre, There is no possible set-off against this fund. 

The Chairman, But up to 1913^ there was a se<i-off. 

General McImtyre. It could hare been claimed. 

Mr. Beedy. We have never made a gift of this money to the 
Philippine Islands? 

Mr. Bacon. Yes; after 1913. 

Mr. Thurston. There have been some statements made here 
that might lead to the belief that we are oppressive toward the 
Philippine Islands. I want to ask General McIntyre whether he has 
information as to what the cost would be to the Philippine producers 
if their government were independent in form and their citizens were 
obliged to pay import duties on their products now coming into the 
United States? 

General McIntyre. It would so disarrange their products as to 
make it almost incalculable. 

Mr. Thurston. Would it be as much as $5,000,000 or $10,000,000 
a year? 

General McIntyre. Last year the Philippine Islands sold $40,000,- 
000 worth of sugar in the United States. That figure is $17,000,000 
in excess of the price they could have gotten anywhere else in the 
world. 

Mr. Thurston. According to present arrangements, each year our 
Government is responsible for a very large gratuity to the Philippine 
people. 

General McIntyre. Yes; in an indirect way. 

Take the case of cigars coming here from the Philippine Islands. 
We waive a custom tax of about $44 a thousand. Those cigars sold 
for only $23 or $24 a thousand here; therefore we waived more than 
the entire cost of the cigars. If we did not waive the customs duty, 
we would not have any Philippine cigars here, whereas there are 
more cigars coming to the United Statse from the Philippine Islands 
to-day than come here from all foreign countries combined. 

Mr. Sabath. You told us a little while ago that the people of the 
Philippines exported a great deal of sugar to the United States. I 
believe you told us they exported $4€,000,000 worth last year. Are 
there any American sugar growlers in the Philippine Islands? 

General McIntyre. Yes. There were about one-third Americans, 
including a group of Hawaiians interested in the Philippine Islands;, 
about one- third Filipinos, including the Philippine National Bank; 
and some Spaniards. 

Mr. Sabath. Was that the Hawaiian Sugar Co.? 

General McIntyre. It was the Hawaiian group. It is owned by 
Hawaiians. They are men of the same group who have interested 
themselves in two or three sugar propositions there. 

Mr. Williams. In 1913 when we began to let the Filipinos have 
this money, if we had then placed it in the treasury, it would have 
been better than to wait until they have used it for 14 years. 

General McIntyre. Having given it once, we are apparently 
taking it away from them. 

The Chairman. Mr. Guevara and General McIntyre will be here 
Monday at 10 o'clock, and before we adjourn to-day I would like 
to read a letter into the record which, I think, will be interesting to 
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the comrdittfee. It is from Colonel Stitoson, who was, you will recall, 
the Secretary: of War under President Roosevelt. Mr. Stimson spent 
last sumnaer in the Philippine Islands. He called me by phone and 
offered to come before this committee, but I told him if he would 
write a letter I would see that it was presented to the committee. 

WiNTHROP, Stimson, Putnam & Roberts, 

New York City, N. Y,, February 4, 1927, 
Hon, Edgar B.. Kibss, 

Committee on Insular Affairs^ 

House of Representatives, Washington, D. C, 

My Dear Mr. Kiess: I am informed that your committee is reporting or has 
reported a bill which proposes to devote some of the proceeds of the internal- 
revenue taxes levied upon articles imported iiito the United States from the Phil- 
ippine Islands, for the employment of civil assistants to the Governor General of 
the Philippine Islands.^ You may be interested in the result of my observation 
last summer on my trip to the Philippine Islands bearing upon this question. In 
short, the result of my observation was to bring me most heartily to favor such 
legislation for the following reasons: 

The present organic law of the Philippine Islands known as the Jones Act 
imposes upon the Governor General the duty of ''general supervision and con- 
trol of all the departments and bureaus of the government of the islands." It 
also provides ''that all executive functions of the government must be directly 
under the Governor Ge^ieral or within one of the executive departments under 
the supervision and control of the Governor General." In addition to this there 
has been imposed upon the Governor General by other legislation effective in 
the islands, the duty of supervision over the administration of local government 
giving him the power to investigate and to remove local officials — a power quite 
similar to that exercised by the Governor of New York, for example, under our 
so-called Moreland Act. 

In the Philippines this supervisory power of the chief executive is most vitally 
important — much more so than in this country. We are endeavoring to educate 
a Malay people in the western art of self-government. That people is not only 
inexperienced in the practice of self-government but it lives in the Tropics and is 
more inclined than the self-governing races in the temperate climates to fall away 
and backslide from good administration unless it is subject to frequent inspection 
and criticism which will assist it in keeping up to the mark. 

Unfortunately there is in the Philippines no organized critical public opinion. 
The circulation of their daily press is less than lj4 per cent of the population. 
There are no voluntary associations of public-spirited m.en and women such as 
exist in the United States in the shape of organized charities, school boards, and 
prison commissions to make a practice of keeping their eye upon local public 
officials and seeing that they keep up a proper standard of administration. None 
of these customary agencies exist there at all, and the only effective substitute for 
this public opinion upon which we mainly rely here is the supervisory power of 
the Governor General of the islands. If the Governor General is vigilant and 
active and is able to keep his eye upon general and local administration throughout 
the archipelago the people readily respond, government improves, and a progress 
is made which is most encouraging. If he fails to or is unable to do this, a failing 
off can be at once noted in the districts which are left unvisited. 

It was my privilege last summer to go on an inspection trip with the Governor 
General through a large part of the Islands and with my own eyes to observe the 
need of such inspections, the way in which the people responded to them when 
made, and the shortcomings which were often brought to light. These inspec- 
tions extended to the sanitary and health service, the provincial prisons and 
local jails, the school system and the ordinary work of local administration, 
besides special problems coming up in various communities. It was a most 
hopeful experience for it brought to light the respect and regard in which the 
American governor was held (outside of certain political groups in Manila), 
and the way in which American influence and suggestions were welcomed by the 
local Filipinos. 

At present the Governor General has literally no force of assistants with which 
to perform his vital and indispensable work of inspection except members of the 
United States Army and Health Service who have been detailed to him for that 
purpose by the home Government. The work is being done by him personally, 
aided only by officers of the Army Medical Corps, the Public Health Service,, 
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and two or three officers of the American Army who have been detailed to him 
as his aides or civil assistants. Too much credit can not be given to those gentle- 
men for the unselfish and vital work which they have performed. They have per- 
formed it solely from a sense of duty and of loyalty to Governor Wood. It has 
Becessarily jeopardized to a certain extent their careers in the Army. They have 
received no public credit either in this country or in the Philippines for such service 
but on the contrary some of the Filipino political leaders have tried to make a 
political issue out of it on the wholly unfounded ground that these gentlemen 
constituted a military cabinet. 

But for the sake of the islands as well as for the personal sake of these devoted 
officers, a regular inspection force of civilian assistants should be established to 
do this work on behalf of the Governor General. Such a force should comprise 
experts in health and sanitation, experts in agriculture, including mines, forests, 
and fisheries, experts in education, and legal experts. The work to be performed 
by them is in no sense administrative, the incumbents should not be civil officers 
of the islands subject to confirmation by the Philippine Senate. They should be 
a force to which Americans could be appointed, reporting directly and solely to 
the Governor General and acting as his inspectors. The work is vital and must 
be done. It is being done now under difficult and abnormal circumstances. The 
creation of such a force as you propose would place it upon the proper basis of 
work done under the legal duties and functions of the Governor General imposed 
by the Jones law, and would, in my opinion, go further than any other single step 
to carry forwatd to success America's noble experiment in the Philippine Islands. 
Very respectfully yours, 

Heney L. Stimson. 

Mr. Underhill. Is a tax of any character levied upon any product 
of the Philippine Islands coming into the United States, except 
tobacco, which pays an internal-revenue tax? 

General McIntyre. If an article from the Philippine Islands con- 
tains more than 20 per cent of foreign material it pays the duty when 
coming in here, which duty is returned to the Philippine Islands. 
The answer to your question is, practically speaking no. 

Mr. Underhill. As I understand, no tax is levied upon the people 
of the Philippine Islands for the benefit of the United States? 

General McIntyre. That is right. 

Mr. Underhill. And what tax is collected from that source is 
returned to the Filipinos? 

General McIntyre. Yes; that is right. 

The Chairman. It is now 12.20 o'clock, and we will adjourn for 
the day, to meet next Monday morning at 10 o'clock. 

(Thereupon at 12.20 o'clock p. m., the committee adjourned to 
meet at 10 o'clock a. m. Monday, February 7, 1927.) 



House of Eepresentatives, 

Committee on Insular Affairs, 

Monday, February 7, 1927. 
The committee this day met at 10.20 o'clock a. m., Hon. Edgar R. 
Kiess, chairman, presiding. 

The Chairman. The committee will please come to order. When 
we adjourned Saturday, Mr. Guevara had not completed his state- 
ment, and we will hear him further at this time. Mr. Guevara, 
please tell us something more about this bill H. R. 16868, which 
would clarify and amend existing laws relative to the powers and 
duties of the auditor for the Philippine Islands. 
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STATEMENT OF HON. PEDRO GTJEVAEA, A RESIDENT COMMIS- 
SIONER OF THE PHILIPPINE ISLANDS— Continued 

Mr. GuEVAKA. Before proceeding with my discussion of the pro- 
visions of this bill regarding the new policy to be pursued with refer- 
ence to disposal of money collected as internal revenues in the United 
States on products coming from the Philippine Islands, I should like 
to call the attention of the committee to the provision of this bill that 
would abolish a system implanted in the Philippine Islands having 
to do with banking institutions— the examination of banking insti- 
tutions. 

The agency created by the Philippine government for examination 
of banking institutions has been in operation for the last 24 or 25 
years to the satisfaction of the government there, the best interests 
of our people, and of the Government of the United States. Now it 
is proposed to abolish it by the bill now in consideration. 

H. R. 16868, page 5, beginning on line 7, reads as follows: 

Subject to the supervision of the Governor General the auditor shall have the 
same jurisdiction and authority over all banking institutions in the Philippine 
Islands as are now or may be hereafter conferred on the Comptroller of the 
Currency in the organization, examination, supervision, and liquidation of 
national banks in the United States. 

If that subdivision is enacted into law, the examination, supervision, 
and liquidation of all banking institutions in the Philippine Islands 
would be transferred from the jurisdiction of the insular treasurer to 
the insular auditor. There is no reason and there can not be found 
any reason to justify a policy of intrusting the auditing and examina- 
tion of banking institutions in the Philippine Islands to the auditor 
than intrusting such work to the insular treasurer. 

The Chairman. How is that work done now? 

Mr. Guevara. I have in my hand at this time the existing law on 
that subject. I will read it to you. Section 1629 of the Administra- 
tive Code of the Philippine Islands provides: 

Every bank and every building and loan association engaged in business in the 
Philippine Islands shall on or before the 15th day of January, April, July, 
and October in each year, make a report to the insular treasurer. This quarterly 
report shall contain such information relative to the business of the person or 
institution making the report as may be generally prescribed in the regulations 
of the bureau of the treasury or as may be called for by the insular treasurer in 
special inquiries. 

When made by a corporation doing business in the Philippine Islands as a 
branch of a principal institution in another country, such report shall specifically 
state all the details of the business conducted during the preceding quarter in the 
Philippine branch thereof, and shall also report the financial condition of its 
principal at the latest practicable period prior to the date of such report. 

Forms of reports shall be supplied by the insular treasurer to all institutions of 
which reports are required in the Islands; and it shall be the duty of the insular 
treasurer therein to require the statement of such matters, as nearly as may be, 
as in the United States are required to be stated in the reports made by national 
banks to the Comptroller of the Currency under the laws and regulations there 
prevailing. 

Mr. Guevara. Continuing, section 1630, concerning examinations 
into condition of institutions, reads as follows: 

It shall be the duty of the insular treasurer, personally or by deputy, at least 
once in every 12 months, and at such other times as he may deem expedient, to 
make an examination of the books of every institution within the purview of 
this article in order to ascertain its cash and available assets in the Philippine 
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Islands, and its general condition and method of doing business, and to make 
report of the same to the secretary of finance, who will transmit a cop3^ of the 
said report to the Governor General. 

Every such institution shall afford to the insular treasurer and to his author- 
i2;ed deputy full opportunity to examine its books, its cash, its available assets, 
and general condition at any time when requested so to do by the treasurer: 
Provided, however, That none of the reports and other papers relative to the exam- 
ination of banking institutions shall be open to inspection by the public except 
in so far as such publicity shall be incidental to the proceedings hereinafter 
authorized or necessary for the prosecution of violations in connection with the 
business of the bank. 

The Chaibman. How well is that being done? 

Mr. Guevara. It is being well done and to the satisfaction of the 
government. So far as I know, no corporation has ever compldned 
in regard to the performance of that duty. 

The Chairman. When you were in trouble with your bank the 
present auditor was sent over there. That is, he was sent there as 
a national bank examiner, I believe. 

Mr. Guevara. The Philippine National Bank is owned by the 
government, and when,* it was alleged to have had some financial 
troubles that, in the opinion of the War Department, should be 
looked after by a special examiner, Mr. Wright and another auditor 
were sent to the Philippine Islands from the United States to examine 
the management and operations of the Philippine National Bank. 
But no complaint has been made against the insular treasurer on 
account of the manner in which he has discharged his duty in relation 
to examining private banking institutions. 

The Chairman. I think perhaps I should place in the record our 
reason for putting the language you first quoted in this bill. It is 
only fair that members oi the committee should know why that 
language was inserted. I have here [indicating] a cablegram from the 
Governor General of the Philippine Islands, in which it is said: 

Insert provision transferring supervision and examination of banks, etc., to 
auditor's office. These functions are now entirely Filipinized. This is not war- 
ranted by experience of Filipino.s in handling banking affairs. Banks are dis- 
satisfied. Reasonable amount of American supervision necessary to protect both 
banks and public. 

The Chairman. I desire to place that recommendation in the 
record simply to show why this provision is in the bill. 

Mr. Guevara. It is the general consensus of opinion here in the 
United States that the present Governor General of the Philippine 
Islands is supposed to be the most able administrator we have ever 
had in the Philippine Isliinds. 

Mr. Underhill. Will you please repeat that? 

Mr. Guevara. It is the general consensus of opinion in the United 
States that the present Governor General is supposed to be the most 
efficient administrator we have ever had in the Philippine Islands. 

Mr. Underbill. Vfhat is the opinion of the people of the Philip-- 
pine Islands in regard to that matter? 

Mr. Guevara. I do not desire to express an opinion as to that, 
I would not want to express an opinion that might possibly hurt the 
feelings of somebody here, especially in view of the fact that the bill 
now under consideration is fathered by the chairman of this com- 
mittee with the highest motive. I would not impugn his motives^, 
because I know they are high and pure. 
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Mi\THtjRSTON/ But this committee is an adjunct of the Congress 
of the United States, and I take it we are entitled and willing to have 
any pertinent facts developed if they relate to the subject matter 
under discussion.' ""■"' 

Mr. Guevara. The insular treasurer of the Philippine Islands, 
who is now in charge of the banking institutions, is under the control 
and supervision of the Governor General. Likewise, the auditor for 
the Philippine Islands is under the supervision and control of the 
Governor General. If the insular treasurer should not properly 
discharge his duties according to law and the policy of the Governor 
General, the Governor General has ample power to remove the 
insular treasurer. 

The Chairman. Who are the bankers in the Philippine Islands? 

Mr, Guevara. There are some Japanese, some Chinese, some 
Spaniards, some Americans, and some Filipinos. 

The Chairman. As T understand, the Filipinos are not interested 
in banking, except as they are interested in the Philippine National 
Bank. 

Mr. Guevara. Many of the Filipinos are stockholders in the 
Spanish banks, and some Filipinos are stockholders in the Chinese 
banks. Again, I believe that Filipinos have at least a small interest 
in practically all banks there. 

The Chairman. Is it not possible that objections were made to the 
Governor General and you did not know about them? It is not 
reasonable to suppose that General Wood, the Governor General, 
would send this statement I have read to the effect that the banks 
were dissatisfied unless it were true. 

Mr. Guevara. I.believe I express the sentiments of the Philippine 
people when I say that they are satisfied with the present system of 
the examination of banking institution by the insular treasurer. 

The Chairman. In view of the fact that the banks of the Philippine 
Islands are owned mostly by foreigners, is it not probable that they 
prefer to have an American auditor who is familiar with our banking 
laws in charge of their examinations of banks rather than have a 
Filipino? I do not say that as a reflection upon the honesty or 
efficiency of the Filipinos. 

Mr. Guevara. That very reason ought to be enough to prevent the 
enactment of this bill into law, because that is a racial discrimination 
against the Filipinos. 

Mr. Underhill. The Filipino is given a first-class and fair show in 
the management of the Philippine National Bank, I believe. 

Mr. Guevara. In what bank? 

Mr. Underhill. The Philippine National Bank. The Filipinos 
practically put that bank into bankruptcy. If the Governor General 
had followed the rules and regulations laid down by the Government 
for management of banks in this country, he would have closed the 
Philippine National Bank without a doubt. Perhaps he was remiss 
in his duties in not closing it. However, instead of doing that he 
tried to rehabilitate and reestablish the bank despite the loss of 
60,000,000 pesos. The United States Government had to come to 
the relief of the bank by issuing bonds in order to reestablish it. It 
was plainly shown in the investigation that followed the trouble 
that the bank was grossly mismanaged, either purposely or through 
ajack of£experience on the part of the officials connected with the 
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bank. I am not making any charges; I simply want this to go into 
the record to show that when the Filipinos were given an oppor- 
tunity to handle the iSnances of the island, through the medium of 
the Philippine National Bank, those entrusted with that respon- 
sibility fell down on the job, and that the present situation comes 
perhaps more from a fear on the part of financial interests in the 
islands that sooner or later all these responsibilities may revert once 
more to the control of Filipino politicians. 

The Chairman. I just want to call especial attention to the fact 
that the auditor for the Philippine Islands, subject to the supervision 
of the Governor General, would have the same jurisdiction and 
authority over all banking institutions in the Philippine Islands 
as are now or may be hereafter conferred upon the Comptroller of 
the Currency in the organization, examination, supervision, and 
liquidation of national banks in the United States. Therefore, we 
are only giving the same authority to the auditor that we have 
conferred on our Comptroller of the Currency. 

Mr. Underhill. I want it to appear in the record that the reason 
for this was based upon a situation which at least made the banking 
interests of the island uneasy. 

The Chairman. That is undoubtedly what General Wood had in 
mind when he said, '^This is not warranted by experience of Filipinos 
in handling banking affairs.'^ 

Mr. Dallinger. Wherein does this bill take away any power from 
the Philippine Islands? If the man in charge of the banks may be 
removed by the Governor General at any time, where does this bill 
withdraw any power? 

Mr. Guevara. The supervision of the banking institutions there 
is now entrusted to the insular treasurer, who is a Filipino, but this 
bill would transfer his jurisdiction and authority, now implanted by 
law, to the auditor for the Philippine Islands. 

Mr. Dallinger. The Governor General now has the power to 
appoint and remove anybody in that job, as I understand. 

Mr. Guevara. Yes; that is true. 

Mr. Dallinger. Why has he not the same power under the present 
law or under the present bill? 

Mr. Guevara. Then why change the law? 

The Chairman. The Governor General, who is our representative, 
has recommended the change. 

Mr. Guevara. Therefore it is a question whether his recommen- 
dation in this matter should be taken. I am glad that the gentleman 
from Massachusetts has brought up the question of the Philippine 
National Bank. 

Mr. Thurston. Will you please make a brief statement to sub- 
stantiate your statement that the Philippine National Bank has not 
been mismanaged. It has been said in the past that the bank was 
mismanaged, and I would be glad to hear from you about it. 

Mr. Guevara. As I said before, I am glad that this matter has 
been brought up by the gentleman from Massachusetts. I wish I 
had one or two days to explain the whole trouble of the Philippine 
National Bank, and the policy followed by that institution. There 
was no failure. There is no failure. If there is one, the Filipinos are 
not responsible for it. Americans are responsible for it, and I will 
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show j'^ou right now why I say they are responsible for any failure, 
if there is any failure in the Philippine National Bank. 

Mr. Underbill. The Filipino who once had charge of the Philip- 
pine National Bank is now in prison, is he not? 

Mr. Guevara. Yes; the manager, Mr. Concepcion, 

Mr. Ragon. If the former manager of that bank is now in prison, 
that is not a reflection upon the Philippine government. It is rather 
to their credit, if they found the crook and sent him to the peni- 
tentiary. 

Mr. Underhill. I just wanted to bring out that the Philippine 
National Bank was not altogether honestly administered. 

Mr. Ragon. That entire matter was covered in a hearing we held 
two years ago by Mr. Roas in the presence of General Mcln tyre, 
and I do not think a single statement made by that gentleman was 
refuted. I would have members of the committee know that the 
record of that hearing is available. 

Mr. Guevara. Mr. Concepcion, a Filipino, was appointed president 
and manager of the Philippine National Bank after Mr. Ferguson, 
an American had had charge of it. Mr. Concepcion had his hands 
completely tied by American direction. The bank was manned by 
American assistants. The Filipinos can not be blamed for the con- 
dition in which Mr. Concepcion found that bank when he took it 
over. The failure of it was largely due to the operation of one of its 
branches in Shanghai, which was managed by a Mr. Miller, who was 
an American. Mr. Underhill ought to know him well. In pointing 
out that Mr. Miller was an American, I do not mean to reflect adversely 
upon the American people, but I have to mention names in defendiing 
against the charge that the Filipinos were responsible for the condi- 
tion of the national bank. That branch bank in Shanghai was 
engaged in speculating in exchange against the policy and direct 
orders of the central office in Manila, which was presided over by 
Mr. Concepci6n. Mr. Miller, the manager of that branch bank in 
Shanghai, was improperly speculating in the exchange of money. 

Mr. Hare. He was engaged in what? 

Mr. Guevara. He was engaged an speculating in exchange of 
money. As a result of that speculation, which was against the 
policy and direct orders of the central bank presided over by a Fili- 
pino, ^20,000,000 were lost. That was not the result of mismanage- 
ment on the part of a Filipino. That loss represented approximately 
33)^ per cent of the total losses of the Philippine National Bank. 

Another cause of the failure of the Philippine National Bank was 
the loans made to American corporations in the Philippine Islands. 
The Philippine Vegetable Oil Co., an American corporation, bor- 
rowed money from the Philippine National Bank while Mr. Concep- 
cion was president and general manager of the central bank. That 
concern borrowed millions and millions of pesos, with the security of 
its goods and its stock. At the time those loans were made by a 
Filipino to American concerns the securities posted were ample and 
good, but this deflation or depression that was world-wide made it 
impossible to realize on those securities, just as what happened in 
the United States and elswhere throughout the world. 

I hold no special brief for Mr. Concepcion, even though he is a 
Filipino, but I want to say for him that if our laws in the Philippines 
permitted manager and stockholders in banks to do as managers and 
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members of boards of directors of banks do in the United States, 
Mr. Concepcion would not have bedn imprisoned. He was irii- 
prisoned because he loaned money to concerns in which he held stock. 
That was the charge against him, and of which he was convicted. 
He did loan money to American firms and American business men 
and he lost for the bank by it, but he was not imprisoned because 
his judgment was faulty in evaluating securities or for embezzle- 
ment or misappropriation of funds of the bank. 

Just think of the number of even national banks in the United 
States that are now in receiverships, especially in Kansas, North 
Dakota, South Dakota, Iowa, and the Southern States. How many 
banks, State and national, are now in receiverships in the good 
State of Iowa? When cotton, corn, and wheat suffered so much 
depression, how did the banks in States that raised such products 
fare? They fared just like the Philippine National Bank fared 
when its securities could not be liquidated. But I am not blaming 
your banks for a condition over which they had little or no control. 

I am reliably informed that only within the last three or four 
years has the great State of Illinois declined to permit the operation 
of so-called private banks, which caused so much misery and unhap- 
piness, within her borders. At one time those private banks in that 
great State were in nowise sup'ervised, and the result is history. 

However, Mr. Chairman, I do not mention these facts to embarrass 
anybody or any section of this country; but I do want it known far 
and wide that the loans made to American firms and American 
business men in the Philippine Islands by the Philippine National 
Bank, and not to Filipinos, were responsible very largely for the 
plight in which that bank found itself, so far as there was a human 
agency responsible. 

Mr. Williams. Is that branch bank in Shanghai now? 

Mr. Guevara. '.No. 

Mr. Underhill. Was all this mismanagement of the Philippine 
National Bank approved by Governor Harrison? 

Mr. Guevara. No, sir. 

Mr. Underhill. Was he responsible, in your opinion? 

Mr. Guevara. To the extent that he might have been. 

Mr. Underhill. The manager of the Philippine National Bank 
was not responsible, but the governor was. 

Mr, Guevara. If he ever is I know he is honorable enough to 
assume responsibility for what he should be responsible of, according 
to the position he held. 

The important point to remember is that all those losses in the 
operation of the Philippine National Bank, which* ambunted to mil- 
lions and millions of pesos, were caused by operations of Americans. 
Sixty per cent of the total loans made by the Philippine National 
Bank and from which it suffered a tremendous loss were operations 
made with American business men and corporations and not with 
Filipino business men and Philippine corporations. This will show 
you the disposition of the Philippine people toward the American 
people in the Philippine Islands. 

We have been charged with being antagonistic to American interests 
in the Philippine Islands. We appreciate what America has done for 
us, and we are willing to spend our last cent to protect and promote 
American interests in the Philippine Islands. And yet when we do 
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that and fail we are charged with inability to manage our own 
financial institutions and it is said that they should be entrusted 
solely to American hands. 

Mr. Ragon. As I recall, there was a large sum of money in that 
bank that was loaned to the sugar centrals. 

Mr. Guevara. Yes; that is true. 

Mr. Ragon. I believe it was shown in the hearings we had two 
or three years ago that a considerable amount of money had been 
refunded or was in the process of being refunded by these sugar 
centrals who had gotten on their feet again. 

Mr. Guevara. Yes; that is right. 

Mr. Ragon. As I recall the financial difficulties of those concerns 
were largely due to the general depression that everything and every- 
body experienced at that time . That condition of depression was 
general all over the country, 

Mr. Guevara. Yes, sir; it was a condition that prevailed all over 
the world. 

Mr. Ragon. Are those concerns continuing to repay that money? 

Mr. Guevara. Yes; they are repaying the money with interest 
and it is a money-making proposition for the Philippine National 
Bank. 

Mr. Chairman, I wish to emphasize especially the fact that we 
do not oppose the coming of Americans into the Philippines. We do 
not oppose any American in any position in the Philippine govern- 
ment; but we do oppose any appointment, whether an American 
or a Filipino, if that appointment means discrimination against the 
Filipinos as a people. Nothing would make me happier than to see 
good Americans in larger numbers in the Philippine Islands, because 
I realize that the more Americans go to the Philippines the better will 
be the understanding between the Americans and Filipinos. 

A statement was made here the other day that the Filipino members 
of the Philippine Legislature do not dare to vote for a bill increasing 
the salaries of American teachers. That is not well founded. I 
myself have been chairman of the committee on public instruction 
in the Philippine Senate, which committee has to do with appropria- 
tions for schools, as General Mclntyre himself knows. Mr. Fisher, 
the then chief of the bureau of forestry and for whoni we have a 
profound respect and admiration, once came to my office, when I 
was chairman of the committee on finance of the senate, to ask me to 
support and defend the appropriation for his bureau. I willingly and 
successfully complied with that request, and the electorate, I am 
happy to recall, approved my stand in that respect, despite the fact 
that the bureau I was supporting and defending was headed by an 
American. Mr. Fisher is within earshot at this time, and he can 
contradict me if what I say is not true. 

Mr. Williams. Who has charge of that bank now, an American or 
a Filipino? 

Mr. Guevara. He is a Filipino. Mr. Ferguson, an American, 
was president of the bank before Mr. Concepcion, a Filipino, was 
appointed. 

Mr. Bacon. Who was the former president of the bank? 

General McIntyre. Mr. Concepcion, a Filipino. 

35311—27 7 
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Mr. Guevara. It is essential that members of the committee 
should understand the position of the manager of the Philippine 
National Bank. He is in fact only a figure head in that institution. 
The real manager of the Philippine National Bank is the Governor 
General of the Philippine Islands. That has been so in the past also. 
He is chairman of the board of control of that bank, and he dictates 
the policy of the bank. Any manager who opposes the policies of 
the Governor General does not or will not remain in his position in 
the bank. It is a furtimate thing that the losses sustained by the 
Philippine National Bank came about through operations with 
American corporations. If those operations had been between 
Filipinos and the Philippine National Bank, or between Philippine 
corporations and that bank, there would be a demand for removal of 
Filipinos from all offices on the ground that they are incapable of 
managing such affairs. They will be charged, also, of highly exagger- 
ated cori?uptions. As I have said, the branch of the Philippine 
National Bank in Shanghai lost 20,000,000 Shanghai dollars on 
account of operations of Mr. Miller, its manager, without the consent 
and against specific instructions of the central ofiice in Manila, and 
yet that failure is blamed upon the manager of the Philippine National 
Bank. 

Mr. Bacon. Who was Governor General at that time? 
Mr. Guevara. Mr. Francis Burton Harrison. 
Mr. Dallinger. The commissioner has just stated that he believes 
Governor Harrison was responsible for that condition. 

Mr. Guevara. The Governor General is in fact the manager of 
that bank and as such he dictates the policy to be pursued. 

Mr. Thurston. I understood you to say that, practically speak- 
ing, the management of the Philippine bank was in control of the 
Governor General. 

Mr. Guevara. Yes; that is true. 

Mr. Thurston. How many directors are on the board of directors 
of that bank? 
Mr. Guevara. It is a board of control consisting of three members. 
Mr. Thurston. Who are they? 

Mr. Guevara. The Governor General is chairman and the presi- 
dent of the senate and the speaker of the house of representatives 
are members. 

Mr. Thurston. Therefore a majority of the board are natives of 
the Philippine Islands? 
Mr. Guevara. Yes; that is true. 

Mr. Thurston. Would not the control of the bank rest in the 
majority? 

Mr. Guevara. I will touch upon that. When the Governor 
General is on good terms with the president of the senate and the 
speaker of the house of representatives, practically they agree on 
the policy to be pursued. 

Mr, Thurston. When they are on good terms — when there is 
good feeling among the membership, the Governor General controls? 
Mr. Guevara. Yes; his suggestions are most of the time ac- 
cepted. 

Mr. Thurston. What has been the control during the last four 
or five years? 
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Mr. Guevara. The Governor General has been in control. He is 
chairman of the board of control. 

Mr. Thurston. What has been the feeling among the mem- 
bership? 

Mr. Guevara. There have been many dissensions among them, 
and that is the reason the bank can not do anything. 

Mr. Knutson. You would not describe the present relations 
between Governor Wood and Quezon as being particularly cordial, 
would you? 

Mr. Guevara. No. 

Mr. Thurston. You have stated that the control of the Philippine 
National Bank is in the hands of the Governor General, whereas 
there are three members of the board of control. Explain to me, if 
you can, how the Governor General is able to take away from the 
majority the control they are entitled to have. 

Mr. Guevara. There is no such thing as a board of control now. 
It was abolished by the Governor General about three months ago. 

Mr. Thurston. These questions are asked simply to obtain infor- 
mation and not to embarrass you in any way. 

Mr. Guevara. I understand that. I will be glad to give you all 
information I have. 

The losses suffered by the Philippine National Bank were not due 
absolutely to mismanagement or improper operations of that bank. 
They were due largely to the prevailing circumstances all over the 
world after the war. For instance, some of the oil corporations in 
the Philippine Islands who borrowed money from the Philippine 
National Bank with the security of their goods, which was highly 
valuable during the war, were not able to pay after the war by 
reason of the general depression that followed. Even in the United 
States banks in the South and even in Iowa were hit hard at that 
time. 

Mr. Thurston. Many of those banks held sugar security. 

Mr. Guevara. Yes; that is true. That depression was general, 
I believe, but the condition in the Philippine Islands, which was 
brought on by the same influences causing the depression elsewhere, 
were blamed upon the Philippine people. 

I suppose all of you recall the wild-cat banks in the western part 
of the United States about 60 years ago, where one could get money 
simply if he were a friend of the boss. 

Let the Philippine people learn from their own experience. Let 
them learn from a management of their own institutions. That is 
the only way you can lead them to self-government. Teach them 
that they must be diligent, because diligence and vigilance are the 
price of freedom. Everyone of us ought to learn from the lessons 
of our own experience, and to be able to distinguish the evil from the 
good thereafter. 

Now, Mr. Chairman, I do not see any reason why the banking 
institutions of our country should be transferred from the super- 
vision of the insular treasurer to the supervision of the auditor for 
the Philippine Islands. The Filipinos do not prefer an American to 
examine and supervise the management of their banking institutions. 
They believe that the rights of the bank and the rights of the people 
of the islands will be duly and properly conserved by having this 
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supervision of banks where it is now, under the jurisdiction of the 
insular treasurer. 

So much for the provision of this bill that proposes to transfer the 
examination and supervision of banking institutions from the insular 
treasurer to the auditor for the Philippine Islands. Kepeating, both 
of those officials are under the control of the Governor General. The 
only reason and the real reason for the transfer of this authority is 
to take from the hands of the Filipinos this authority and jurisdic- 
tion and entrust it to the hands of an American. 

Repeating, I am not opposed to American holdings office in the 
Philippine government. It is a great help in many instances. We 
are trying to help them there, but we are opposed to the appoint- 
ment of anybody in the Philippine government when such appoint- 
ment would be a discrimination and humiliation to our people. 
You would not stand it here. Why should we stand it there? 

Returning to a discussion of the question of the money collected in 
the United States on Philippine products coming here. In my state- 
ment of Saturday I gave a brief history of this money. I said then 
that this money is not in full a gift of this nation to the people of 
the Philippine Islands, but is rather a compensation for a loss suf- 
fered by the Filipinos on account of the repeal of their export tax 
law. Aside from this technical argument, and assuming as I do that 
this money is a gift from the United States to the people of the Philip- 
pine Islands, what have we done, Mr. Chairman, to justify the with- 
drawal of this donation from the Philippine people? 

I remember very well that the United States Government shared 
in the Boxer indemnity to the extent of a few millions, and the United 
States Government did not stain its hands by taking that money; but 
the Government of the United States has exhibited a splendid morality 
and high principle to the world by giving that money back to the 
Chinese by way of supporting Chinese students in the United States. 
It is interesting to note that those who have been educated in the 
United States by this fund that was remitted by the American Gov- 
ernment are now involved in the present troubles of China. I do 
not say that the money the United States Government gave back to 
China is responsible for the present revolution in China, but I do 
say that most of the leaders of the revolution in China and the Far 
East are students who went from the United States. Perhaps the 
American people should be proud of it and with more reason the 
American people ought to be proud that the Filipinos, taught by 
American examples, are fighting now for what they believe to be 
their right. 

Mr. Underhill. If Mr. Guevara withdraws his statement, I will 
make that statement as my own. 

Mr. Williams. You said a minute ago that the government was 
going to take this money from you. It is not going to do that. This 
bill would only change the method of spending it for you; and that is 
what you object to. 

Mr. Guevara. Why, I ask, deprive the Philippine people, through 
their legislature, of this money? The argument has been made that 
the Philippine Legislature has refused to provide money for American 
schools, and it is suggested that $60,000 should be taken from this 
fund to provide schools for American children in Manila. I pledge 
my honor here that the belief of the American people that we are 
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antagonistic to the instruction of American children in Manila is 
erroneous. I myself would not only advocate the appropriation of 
that amount of money, but I would advocate the appropriation of 
more money. 

Mr. Bacon. Do you not know that Mr. Quezon told the Governoi 
General he would not continue the appropriation for the American 
school? 

Mr. Guevara. Mr. Quezon told me he was ready to communicate 
with the legislature and recommend its appropriation. He told me 
he would offer to the Governor General what money the Governor 
General needed to support those schools for American children. The 
Governor General declined the suggestion on the ground that there 
was a bill now pending in Congress that would dispose of this necessity.. 

Mr. Bacon. This bill in Congress caused Mr. Quezon to experience 
a change of heart on that subject. 

Mr. Guevara. I was a member of that legislature several years^ 
and I always favored appropriations for that school. 

Mr. Bacon. But the fact remains that about a year ago Mr. Quezon 
did tell the Governor General that he would not continue the appro- 
priation for t/hat American school. 

Mr. GuEA"AEA. Granting that such is true — would you stand for an 
appropriation here for the support of a Filipino school in the United 
States? 

Mr. Bacon. If they wanted one; yes. 

Mr. Guevara. I do not believe you would. Why make us take 
the pill when you yourself will not take it? 

Mr. Underhill. Here in the city of Washington, the Capital of 
this Nation — I regret somewhat to introduce this subject — we have 
two types of schools— two classes of schools for two different races. 
That is not because of a discrimination, but it is because the colored 
people themselves demand it. They want it. In the Philippine 
Islands the American citizens there want a different standard of 
schooling, and a different type of teaching, than that now provided 
in the Filipino school. Why are the Americans not entitled to have 
that, when right here in the city of Washington we provide for a very 
similar condition? 

Mr. Guevara. We do not object to that. If we did object to it, 
the American school would not have existed, because the legislature 
would have withheld money for its support. The existence of that 
school now is a proof that the Filipino people were not opposed to 
such a policy. The legislature might have refused, in its wisdom, to 
increase that appropriation. 

Mr. Knutson. How many American children go to the American 
school in Manila? 

Mr. Guevara. Sixty or one hundred. 

Mr. Knutson. How much are you appropriating for the support 
of that school? 

Mr. Guevara. It is included in the general appropriation for the 
bureau of education. 

Mr. Hudson. That is $1,000 to the pupil. 

Mr. Knutson. There are about 600 students, I understand. 

Mr. Dallinger. If I may ask, how much longer is this hearing 
going on? 
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Mr. Underhill. I am only acting chairman, and therefore I can 
not say. 

Mr. Dallinger. I had imderstood that we were to go into 
executive session at 11 o'clock. 

Mr. Knutson. That was the agreement for Saturday. 

Mr. Dallinger. If we are going to continue these hearings much 
longer we might as well give up hope for any action at this session of 
Congress. Personally I think we ought to close this matter to-day 
if we can. 

Mr. Sabath. I think if the commissioner is allowed to go on 
uninterruptedly he will be able to finish in a very short while. 

Mr. Underhill. Proceed, Mr. Guevara. 

Mr. Knutson. If I may speak first, we want to hear Mr. Williams 
before we go into executive session. I must insist on that. 

Mr. Guevara. I wish the Philippine Legislature would be given 
a chance to show whether or not it is ready to appropriate more 
money for the American children in the Philippine Islands. Sixty 
thousand dollars will be provided for American schools there. 

Mr. Knutson. In the 1926 appropriation act you have the follow- 
ing proviso : 

Provided, That no appropriation made for the bureau of education may be 
expended for the establishment, maintenance, or operation of schools where 
racial or religious discrimination is made in the admission of students. 

Has the Philippine government held up that $60,000? 

Mr. Guevara, No: that is the reason the school system is in 
operation. If there was not an appropriation, the teachers could, 
not be paid. 

Mr, Knutson. If that is an American school, how could you pay 
them under this section I have read? It says, '^ where racial dis- 
crimination is made in the admission of students. '' 

Mr. Guevara, There are Filipinos in the American schools, 

Mr. Brumjvi. They are the children of Army and Navy officers, 
children of American civil employees of the Government there, and 
children of business men temporarily residing in the Philippine 
Islands. 

Mr. Knutson. I will say that the parents of 160 of these children 
are in the Government service; then there is a group of children 
belonging to Army and Navy officers. 

Mr. Hare. I gather from your statement that the establishment 
of this separate school for the Americans is not a discrimination, 
but is along the lines that we have here in the District of Columbia of 
two separate schools, as has been suggested by the acting chairman, 

Mr. Guevara, There is no discriminaion, because the boys of 
Filipino parents attend those schools. 

Mr. Hare. The existence of these two schools would not be in 
violation of the appropriation act just read by Mr. Knutson? 

Mr. Guevara. No; because Filipino boys go to those schools. 

Mr. Underhill. That is in order to save the appropriation. 

Mr. Guevara. The American children attend Filipino schools in 
some Provinces. 

Mr. Hare. Do you refuse to supply this school out of this appro- 
priation? 

Mr. Guevara. The Philippine government can take care of it. 
This amount is $60,000 out of $750,000, 
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Mr. Sabath. But it is being maintained now and appropriated for 
by the Philippine Legislature, and that has been so for many years. 

Mr. Guevara. Yes; many years. 

Mr. Underhill. With the proviso as written into the law. 

Mr. Brigham. But if the Filipinos did not attend this American 
school it could not receive support from the Philippine appropriation 
act. 

Mr. Underhill. If any pupil of any race should be barred from 
the school by reason of its race or religion, the legislature would 
refuse to continue the appropriation. 

Mr. Hudson. Does this bill pretend to say that when this appro- 
priation is made a Filipino boy can not attend that school? 

Mr. Underhill. It would be a school exclusively for American 
boys. We made it so in this $60,000. 

Mr. Hudson. I did not realize that this would be an exclusive 
school. 

Mr. Underhill. That is the purpose of this. 

Mr. Hudson. I thought it was for the purpose of a higher standard 
of education and one more in harmony with the educational system 
of the United States. 

Mr. Knutson. In a conference between the Governor General and 
the leaders of the Philippine Legislature in 1926 it was agreed that the 
proviso I read a little while ago might be stricken out, with the 
understanding that provision would be made for the schooling of 
American children from a source other than the insular treasury. 

Mr. Williams. I had understood that it was intended to make this 
a restricted school, and that Filipinos could not attend it. Is that 
the intention of the bill? 

Mr. Underhill. Yes; the same as we have it in Washington, where 
white pupils do not attend colored schools and colored pupils do not 
attend white schools. 

Mr. Williams. Do not the Filipinos attend the schools in this 
country? 

Mr. Underhill. Yes; in very large numbers. 

Mr. Guevara. I refuse to believe that we are going to be placed in 
the same conditions with which the colored people is subjected in the 
District. 

Mr. Knutson. There is no intention or thought of anything of 
that kind on the part of the committee, unless I am mistaken. That 
is the statement of Mr. Underhill. 

Mr. Brumm. I am not bound by that, I will tell you frankly. If 
I thought this was a matter of discrimination, I would vote against 
this bill at once. 

Mr. Knutson. We are not discriminating against Filipino students 
here. They go to our own schools and are accepted on terms of 
equality. 

Mr. Dallinger. You have not said whether you were aware of an 
agreement between the Filipino leaders and the Governor General 
that there should be a school provided for out of American funds. 
Do you know anything about that agreement, if such there is? 

Mr. Guevara. No ; our leaders have no right to make such an 
agreement. I refused to believe that they did it. 

Mr. Underbill. If I may interrupt Mr. Guevara without showing 
any discourtesy, I would like to ask the chairman of the probability 
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of tljiis bill, eyen if reported unanimously by the committee, being 
enacted into law at this session of Congress. 

The Chairman. I can only say that it will be brought before the 
House if it is reported by this committee, but I can, not say what the 
action of the House may be. 

Mr. Underhill. When do you propose to bring it before the 
House? 

The Chairman. This week. 

Mr. Underhill. And then it would have to be debated and 
decided upon in the House before going to the Senate? 

The Chairman. That is right. 

Mr. Underhill. Is there any probability that the Senate will pass 
such a bill as this? 

The Chairman. Mr. Underbill knows as much as I do about the 
chances for this bill in the Senate. It is easy to talk a bill to death in 
the Senate, as you know. 

Mr. Underhill. I desire to make a statement for the record at this 
time. Perhaps it will save time. 

Mr. Chairman. I want to be perfectly frank and express my own 
views, which are based upon some knowledge of the situation and 
conditions which exist in the Philippine Islands. I probably am the 
only member of this committee who has visited the Philippine Islands 
recently. 

The Chairman. With the exception of Mr. Bacon. 

Mr. Underhill. Yes; that is true. I think I may pause here long 
enough to pay Mr. Guevara the compliment that he has presented his 
side of this question in an able manner. However, like many other 
speeches made in Congress by all of us, some of Mr. Guevara^s re- 
marks were for home consumption. 

Unless there is an absolute certainty that this bill will pass at this 
session of Congress, we ought to discontinue hearings and refuse to 
take further action. The failure of this bill to pass at this session of 
Congress will be more embarrassing to the Governor General than the 
bill itself if it were passed. 

I do not consider the bill as it is now written one that I can support. 
In the first place it discredits the Governor General of the Philippine 
Islands. It takes from him some of the responsibilities and pre- 
rogatives that the Jones law intended he should have and which 
during the Harrison administration were usurped by the Legislature 
of the Philippine Islands with the knowledge and consent of the 
Governor General at that time. 

What this Congress should dp is to have either the courage to get 
out of there or to stay in and preserve the dignity and respect of the 
representatives, and especially the chief representative of Congress 
and the United States. What we need in legislation is to separate 
the executive from the legislative and to give the Governor General 
of the Philippines- — to return to him — ^that which was abrogated 
during another administration. This bill does not do that. It 
places in the hands of Congress the expenditure of hundreds of thou- 
sands of dollars for a country 8,000 miles away, of which few Mem- 
bers of Congress know anything whatever, and takes it away from 
the Governor General, who is on the spot and knows the needs of the 
country. I do not mean or desire to cast any reflections upon the 
Filipino people. I have found them to be very courteous and hos- 
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pitable, and in many instances even delightful. There is a group, 
however, which, up to recently, had held full sway and political power 
in the Philippines, and they represent only a small minority of the 
Philippine people. They have perfected the art of intimidation, and 
up to recently nobody has dared to oppose them. 

In this morning's paper dispatches from Manila carry the infor- 
mation that one Filipino has taken the bit in his teeth and a group 
of more than 700 Filipino veterans unanimously reelected him to the 
position sought by Mr. Quezon, and expelled Mr. Quezon from the 
organization. The gentleman to whom I refer has advised the 
Filipino people that they should get back of the Governor General, 
and that they owe and should pay to the United States loyalty and 
allegiance. There is a rift in the clouds over there. There is a new 
order. 

We do not want to do anything in this committee or in Congress 
that is going to injure Aguinaldo or General Wood — anything that 
would give encouragement to that group to which I have just referred. 

I know the Philippine character to some degree, and if this bill 
is presented to Congress and fails of passage, the political elements 
in the Philippine Islands will take the credit for that failure, and 
will make treiliendous political capital of it. Therefore I declare 
that, so far as I am able, I am going to take the responsibility of 
defeating this bill in committee. I am opposed to Philippine inde- 
pendence at the present time or for any time in the near future. 
I believe that if let alone and the powers of the executive and the 
legislative are properly defined in the Philippines, they will work 
out their own salvation, and we will thereafter hear less and less and 
less of this agitation for independence, and those who are using it for 
political purposes solely will be discredited. It will not be long 
before we will be living in harmony, concord, and happiness with the 
Philippine people, just as we are living in harmony, concord, and 
happiness with our other insular possessions, notably Porto Rico and 
Hawaii. 

If we are going to remain in the Philippines there is one thing 
paramount to all others, and I shall stand for it if I have to stand 
alone, and that is to preserve the dignity of those officials whom we 
are sending over to the Philippines as our representatives. I shall 
resent every attempted insult from now on which is offered to our 
representatives in the Philippine Islands. I shall resent even the 
puerile, mean, insignificant act of naming a square in front of the 
Governor GeneraPs office Independence Square, and putting a sign 
there to stare the Governor General in the face and insult him every 
time he enters his own home. I shall resent all these little peccadillos 
on the part of politicians over there who would make it appear that 
General Wood is not doing a valuable and constructive work, not for 
the American people but for the Filipinos themselves. I shall resent 
and do resent here publicly Carmi Thompson's coming home with a 
report and going out of his way to discredit those military officials 
who are there at a sacrifice to themselves and who have been giving 
such wonderful service under adverse circumstances. 

Methinks there is a '^nigger'' in the woodpile. 

Mr. Hudson. This is an open hearing and not an executive meeting, 
I do not think that Mr, Underbill should be allowed time to make such 
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a statement as he is making, any more than any other member of the 
committee should be allowed to do it. 

Mr. UiSTDERHiLL. I stand upon my rights as a citizen and as a 
Representative in Congress to be heard here. I waive my rights as 
a member of this committee. What I have to say is of sufficient 
importance to go in the record. 

I am going to make a motion, and this is all preliminary to my * 
motion. It is this, that further consideration of this bill be dispensed 
with and no further action be taken at this session. I ask that a vote 
on this motion be taken in open rather than in executive session — that 
is not against the rules — ^in order that we may get the consensus of 
opinion of members present. 

Mr. Knutson. As a substitute for that I move that we go into 
executive session. 

Mr. Hudson. I second that motion. 

The Chairman. The Chair had no more knowledge of what Mr. 
Underbill desired to say than any member of the committee. 

All in favor of the substitute motion of Mr. Knutson will make it 
known by saying ^^Aye.^' 

(The motion was lost by a vote of 8 to 6.) 

Mr. Hudson. After four years of work on this committee leading 
up to this bill, are you going to vote on the question of killing it 
without any discussion of the motion made by Mr. Underbill? I do 
not understand that. Of course, Mr. Underbill has been to the 
Philippine Islands and has formed his own opinion ; but I do not 
believe that opinion should be forced upon us. 

The Chairman. It ought to be discussed, and I am willing to 
recognize any member of the committee. 

As author of this bill, I think I should say a word at this time. 
This bill does not contain all that I personally would like to have in it, 
I would follow Mr. Underbill to a certain extent and probably have 
a more drastic measure; but I have given considerable thought and 
study to this as chairman of the committee, and have talked with 
those most interested in it. We have finally compromised on this 
bill, which would carry out the purposes stated in the title. It would 
clarify the duties of the auditor for the Philippine Islands, about 
which there is much dispute. It would provide a court of claims, 
such as the Legislature of the Philippine Islands has tried to provide. 
It would raise the salaries of officials appointed by the President of the 
United States and which the War Department for the last 10 years 
has been trying to increase. 

While the bill does accomplish all the things that Governor General 
Wood has strongly recommended, I believe it would be very helpful 
if the bill could be passed in its present form. As Mr. Hudson says, 
we have been discussing this matter for a long time. 

Mr. Ragon. How long have we discussed this particular bill? 

The Chairman. We reported out a bill last June after quite ex- 
tensive hearings on the auditor portion of this bill and the court. 
The only new feature introduced is the matter of revenues and the 
raising of the Governor GeneraPs salary. In the bill on the calendar 
we raised the salary of the auditor and gave him an assistant. As I 
have said, the only new feature in this bill is in regard to the revenues. 

The bill under consideration is not as drastic as the one on the 
calendar with reference to the auditor. We have modified that bill 
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at the suggestion of former Supreme Court Justice Fisher, and others 
who are familiar with conditions in the Philippine Islands. We have 
accepted such suggestion which are regarded as constructive and as 
not being opposed to the purposes of the legislation. We have the 
absolute approval of the War Department of this bill, and I feel that 
we have a good bill in H. R. 16868. It will not harm the people of 
the PhiHppine Islands in any way. We are modifying only three 
sections of the Jones Act, which contains 33 sections. I do not think 
we are taking any autonomy from the people of the Philippines. 
It would seem to me an unusual procedure for the committee at this 
time to drop consideration of the bill. 

I can not promise that the bill will pass the House or the Senate, 
but as chairman of the committee, I think we ought to report this 
bill favorably. If we can not pass a bill as moderate as this, what 
hope would there be for passing a bill such as Mr. Underbill favors? 

Mr. Jenkins. Regardless of the merits of the bill, I do not think 
it is as much at stake now as the merits of that motion. While I am 
a new member here, yet on other committees on which I have served 
we proceed in an orderly manner. I think it is very much out of 
order to take the action suggested on the remarks of one individual 
in open session. Regardless of what we do with this bill, we ought 
to do it in an orderly manner. We ought to defeat this motion and 
let the procedure go ahead in executive session, and there do what 
we wish. 

Mr. Bacon. Before final action is taken on this matter I want to 
hear Mr. Williams. He has been out here a long while and I think 
we ought to hear him before we close. He lives in Boston and has 
been before the committee for four days waiting to be heard. 

Mr. Underhill. I will withhold my motion in order to hear from 
Mr. WiUiams. 

Mr. Knutson. We have only 15 minutes left. 

The Chairman. Mr. Guevara, will you yield to Mr. Williams at 
this time? 

Mr. Guevara. Yes; certainly. 

Mr. Underhill. I move that we meet at 10.30 o'clock to-morrow 
morning, and that Mr. Williams be given such time as he desires. 

The Chairman. All in favor of that motion make it known by 
saying ^'Aye.^' 

(The motion carried unanimously.) 

Mr. Sabath. I move that Mr. Guevara be allowed to proceed 
until adjournment. 

The Chairman. We can hear Mr. Guevara until adjournment time. 

Mr. Ragon. I had thought the chairman intended to bring up 
the matter of the Virgin Islands. Since I have the floor and nobody 
has spoken for the minority, I will suggest this in a brief statement : 
I can not see a chance in the world for the bill we have here passing 
at this session of Congress. I do not think that is the fault of any 
particular man or particular crowd of men. This bill should have 
been introduced earlier and given to a subcommittee to hear witnesses 
on both sides. If we are going to give the power in this bill, I am 
with Mr. Underhill. I would not undertake to appropriate for the 
things of first importance in the Philippine Islands, such as health, 
sanitation, and education. 
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We are not frank, and that is the trouble in the entire considera- 
tion of this bill. An effort is made in an underhanded way— I do 
not mean that exactly — to avoid a fight to decrease or diminish the 
power of the Philippine government. Why not make that open? 
These hints are going around. Every man here knows what is in 
the air. If this is a good thing, let us do it, and if it is not a good 
thing, let us not do it. We are going to have opposition. But if 
this is a good thing, why camouflage about it? These are my 
sentiments. 

I do not believe you can any more pass this bill than a June bug 
can roll a bale of cotton over the Rocky Mountains. There are some 
good filibusterers over in the Senate. Perhaps we can get this bill 
through the House, but I know the sentiment against it in the 
Senate. 

Mr. Hudson. Do you not ever try to pass legislation without 
assurance that the Senate will pass it? 

Mr. Ragon. That is not it. This is a half-baked matter, and we 
may consider it in open session or in closed session. It is a question 
of whether we will take it up here. I grant you that so far as the 
bill is concerned in its present form, I would not vote for it. 

Mr. Sabath. But for different reasons than Mr. Underbill has. 

(Thereupon, at 12:10 o'clock p. m., the committee adjourned to 
meet at 10 o'clock a. m. Tuesday, February 8, 1927.) 



House OF Representatives, 

Committee on Insular Affairs, 

Tuesday, February 8, 1927. 

The committee met at 10.30 o'clock a. m., Hon. Edgar R. Kiess, 
(chairman) presiding. 

The Chairman. The committee will come to order. 

I want to make it clear to the members of the committee that 
Mr. Williams, who was editor for many years of the Boston. Tran- 
script, later of the Boston American, and now editor of Universal 
Service, is here at my request. I learned that Mr. Williams had 
just returned from the Philippines after spending four months there, 
and believing that he could tell us some interesting things about the 
conditions, I invited him to appear before the committee. I take 
pleasure in introducing Mr. James T. Williams, jr., of Cambridge, 
Mass. - 

Mr. J. T. Williams, Jr. I appreciate the invitation of the com- 
mittee. I shall try to give, as briefly as I can, an account of conditions 
in the islands as I found them during the nearly four months that I 
spent there last summer and autumn. 

In Latin American countries it is customary, I believe, to begin a 
public statement by, giving your status. While editor of the Boston 
American, I went to the Philippines as editorial representative of the 
Hearst newspapers. My instructions were to make a careful, inde- 
pendent, and impartial study of present conditions throughout the 
Philippines, with a view to writing a series of articles setting forth 
the facts as I found them for the newspapers of Mr. William Randolph 
Hearst, which are published in some 16 cities of the United States — 
north, east, south, and west. 
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The Chinese have a saying that ^*a picture is worth a thousand 
words. '^ In the few words that I shall impose upon you to-day, I shall 
try to give you the picture of the Philippines as I saw them and of 
their peoples as they received me. When I have concluded, I shall 
be glad to answer as best I can any questions the members of the 
committee may care to ask me. 

Leaving Boston on the 9th of June, 1926, I sailed from Seattle on 
the 15th of June, aboard the steamship President Grant (Captain Jen- 
sen, of the Admiral Oriental Line), and arrived at Manila on the 9th 
of July — a month to the day from the time I left Boston. 

The Philippines were in the midst of the rainy season, so-called. 
I had been led to believe that it was not a good time to visit the 
islands. I was agreeably surprised to find that you do not encounter 
very much difficulty in getting around during the rainy season, which 
lasts, I believe, as a rule, from June until November. There were 
rains every few days and some time every day for a week during 
July, August, and September, but there were few days when the sun 
did not shine some time during the day. It was possible to get fairly 
well over the islands. After the first few weeks a visitor is not incon- 
venienced by the humidity that hits you pretty hard when you first 
land in Manila in midsummer. In fact, once I got into white clothes 
and stopped trying to cover the whole city of Manila in one molning, 
the climate did not bother me much. Visitors during the early days 
of their stay in the Philippines are apt to make the mistake of not 
slowing down their pace and taking things easier than they do in 
colder countries. 

From the 9th of July to the 23d of October I studied conditions in 
the Philippines as best I could. Carrying letters from Chief Justice 
Taft, who was the first civil governor of the Philippines, and from W. 
Cameron Forbes, who was one of his successors, from the Secretary 
of Commerce, Mr. Hoover, the Assistant Secretary of War, Col. 
MacNider, the organizer and former Chief of the Bureau of Insular 
Affairs, Maj. Gen. Clarence R. Edwards, United States Army, the 
Roman Catholic archbishop of Boston, Cardinal O^Connell, and 
others, to the Governor General and other officials of the Philippine 
government, and to Americans and Filipinos and Moros throughout 
the archipelago, I was enabled soon after my arrival to establish con- 
tacts that were of great assistance in my inquiry. 

I traveled as far north as Haight's place beyond Baguio, more than 
150 miles north of Manila, through the Visayans and to the southern 
islands as far as Jolo in the Sulu Archipelago and Davao on the 
island of Mindanao. 

It is possible to motor over a good part of the island of Luzon. 
By making your headquarters in Manila you can motor from that 
city to many of the suTrounding Provinces and get a good glimpse 
of the real life of the real people who make up the population of 
that particular region. 

Instead of making a rapid sight-seeing trip through the islands, I 
found it more helpful to spend some time in Cebu and other cities 
and towns meeting the people and seeing the surrounding country. 
Among the other larger cities and towns which I visited and from 
which I made trips to the surrounding country were Iloilo, Jolo, 
Zamboanga, and Davao to the south and Baguio to the north, and 
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many towns lying between that beautiful summer resort 5,000 feet 
above the sea and Manila. 

It was especially interesting to see how rich in natural resources 
most of the islands are, and especially the island of Mindanao. 
Through^the courtesy of the Army and Navy I was permitted to do 
some flying on the island of Luzon and the island of Mindanao. 
From the air you get an excellent view around Davao, for example, 
of the hemp fields and coconut groves, in which a few Americans and 
a great many Japanese have made large investments. Latterly the 
Japanese have been very successful in their modest attempts at col- 
onization. They are bringing in a good type of immigrant, who 
soon proves his sldll on the hemp plantations. 

Through the courtesy of General Aguinaldo, to whom I was 
presented by Governor General Wood, as I was to all the other chief 
officials of all branches of the Philippine government, I was accorded 
the privilege of speaking to some thousands of the ^'veteranos'^ 
who fought under Aguinaldo, first against Spain and later against the 
United States. These men are for the most part to-day loyal 
hard-working, peaceful citizens of the islands. They represent the 
general contentment that you find almost everywhere in the Philip- 
pines. As an ultimate aspiration, they look forward some day to 
complete self-government in some form, but they appear to be deeply 
appreciative of what the United States is doing for them, and as you 
know, their leader. General Aguinaldo, has refused to accept any 
political office and is an outstanding supporter of Governor General 
Wood's administration. I heard Aguinaldo tell the '^veteranos 
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that ^Hhe best friend of the people of Philippines in all the world 
is Governor General Wood.'' That seemed to be the impression 
through most of the islands, the main exception to that rule being 
a comparatively small group of '^politicos'' who are, for the most 
part, followers of a Manila group much given to agitation against the 
fidelity of the Governor General in enforcing the Jones law a? it is 
written. 

Throughout the islands I found tranquillity and nothing but good 
will from the great mass of the population toward an American. 
There is a little hotbed of an ti- American agitation in and around 
Manila, for which the political bosses of the legislature seem to be 
solely responsible. Of a very different sort is the unrest you find in 
Mindanao, where the Mohammedan Moros in particular object to 
being governed by Filipinos from the north of entirely different race 
and religion. In Mindanao, the complaint is that there is not 
enough American participation in the government of the islands. 

The finances of the Philippines to-day are in better condition than 
they have been for years. The budget has been balanced and the 
legislature passes the Governor General's budget every year. There 
is no large inrush of American or foreign capital. There is consider- 
able complaint by representatives in the Philippines of American 
and foreign capital on this score. They argue that uncertainty re- 
garding the future status of the Philippines has had a chilling effect 
upon investments from the United States. Well, that is probably 
true, but nevertheless the islands are paying their way at the present 
time, and the native inhabitants of the islands are better off than 
they have been — better off governmentally, economically, physically; 
and morally. 



There are many public improvements that could be made with 
advantage and they will be made as the revenues of the islands in- 
crease. 

A better administration of the educational system is needed and 
would have been supplied long ago but for the opposition of a little 
group of Filipino politicians to American efforts to improve the 
system. There is no denying that at many points the government 
of the islands can be strengthened to the advantage of the inhabi- 
tants when there is more revenue available and when there is less 
obstruction by a little group of Manila ^^politicos^' to the enforce- 
ment of the organic law — the Jones law. 

But, gentlemen of the committee, believe me, there is no crisis in 
the Philippines to-day as we understand the word *V.risis.'' There is 
no occasion for this or any other committee to be stampeded into 
any hasty or radical commitments one way or another regarding the 
future of the Philippines by reason of any condition existing there at 
the present time. 

I emphasize this because there has recently been launched what I 
would call a premature movement toward conciliation between 
absolutely irreconcilable elements. You can not conciliate two 
groups one of which is standing for ^^a government of laws and not 
of men,^^ and another group standing against '^sl government of 
laws'' and for a government of a few men, meaning themselves. 
Now, I think that if this committee should throw the weight of its 
influence to the forcing of a hasty conciliation between those irrec- 
oncilable elements, you would undo a yeij great deal of the work of 
salvage and redemption that has been going on there in the last five 
years under the leadership of Governor General Wood. 

Now, it has been said that there is an attitude of noncooperation 
between the executive and legislative branches of the islands gov- 
ernment. I was deeply interested in that and I give my personal 
observations. There is not much change in that situation from the 
situation that existed when in a letter to the speaker of the Philippine 
Legislature, which has been published by the Congress of the United 
States as a public document, the President of the United States 
went very thoroughly into the question of noncooperation between 
the executive and the legislative branches of the government. In 
his letter, too, as a result of his study of several years ago, he placed 
the full blame for that noncooperation on the shoulders of a group 
controlling the legislature which has refused to remain within the 
organic act, and is endeavoring to usurp the powers of the exe(3utive 
in violation Jf that act. 

Listen to what President Coolidge said on this subject in one of 
the ablest state papers of his administration— the letter which 
he addressed on February 21, 1924, to the speaker of the House 
of the Philippine Legislature. In reply to the protests that 
the Governor General was responsible for any lack of cooperation 
between the executive and legislative branches of the Philippine 
Government, President Coolidge said in his letter to Speaker Roxas: 

One who examines the grounds on which are based the protests against the 
present situation is forced to conclude that there has not been, thus far, a full 
realization of the fundamental ideals of democratic-republican government. 
There have been evidences of a certain inability or. unwillingness to recognize 
that this type of governmental organization rests upon the theory of complete 
separation of the legislative, executive, and judicial functions. There have been 
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many evidences of disposition to extend the functions of the legislature, and 
thereby to curtail the proper authority of the executive. It has been charged 
that the present Governor General has in some matters exceeded his proper 
authority; but an examination of the facts seems rather to support the charge 
that the legislative branch of the insular government has been the real offender, 
through seeking to extend its own authority into some areas of what should 
properly be the executive realm. 

The Government of the United States has full confidence in the ability, good 
intentions, fairness, and sincerity of the present Governor GeneraL It is con- 
vinced that he has intended to act and has acted within the scope of his proper 
and constitutional authority. Thus convinced, it is determined to sustain him; 
and its purpose will be to encourage the broadest and most intelligent coopera- 
tion of the Filipino people in this policy. Looking at the whole situatign fairly 
and impartially, one can not but feel that if the Filipino people can not coop- 
erate in the support and encouragement of as good an administration as has 
been ajfforded under Governor General Wood, their failure will be rather a 
testimony of unpreparedness for the full obligations of citizenship than an 
evidence of patriotic eagnerness to advance their country. I am convinced 
that Governor General Wood has at no time been other than a hard-working, 
painstaking, and conscientious administrator. I have found no evidence that 
he had exceeded his proper authority, or that he has acted with any other than 
the purpose of best serving the real interest of the Filipino people. Thus believing 
I feel that I am serving those same interests by saying frankly that it is not 
possible to consider the extension of a larger measure of autonomy to the Filipino 
people until they shall have demonstrated a readiness and capacity to cooperate 
fully and effectively with the American Government and authorities. For such 
cooperation I earnestly appeal to every friend of the islands and their people. 

That condition there described is precisely the condition that 
I found to exist. I have no authority to speak for him — I can only 
quote from his public utterances in the PhiUppines and since he came 
home — but as a result of six weeks' study of the situation, Mr. 
Henry L. Stimson, of New York, came to the same conclusion. 

Now, I think any one of you would find, as I found, that the 
government is going on pretty well, as I say; that it is in excellent 
financial condition; that business has been good and law and order 
prevail. That is not to say that there is not some corruption in 
government. There is. There is more there than there ought to be. 
But public order is everywhere manifest and there are few crimes of 
violence. It is a very heartening condition to go through the Orient 
and finally arrive in Manila and the Philippines and find there that 
under American sovereignty there are no beggars, and there are no 
rickshas, in the Philippines. You travel in the Philippines by 
automobile or by carriage or other vehicle, but a fellow human being 
does not drag your vehicle through the streets, as he does in some 
other countries in the Orient. 

There is widespread contentment throughout those islands and 
I am glad in this presence to acknowledge the great courtesy and 
spirit of hospitality that my fellow Americans and their Filipino 
and Moro friends showed to me, a stranger from the land that exer- 
cises sovereignty over them. 

I should say also that 1 was delighted to find th^t the Governor 
General's general health is excellent. He has had two operations for 
hernia-— one of them while I was there, a fairly serious operation. 
He has made a remarkable recovery from both and one that en- 
couraged all the people oVer there. And I say '^all the people'' 
because no American could help being impressed by the manifestations 
of esteem and respect that came from all over the islands to the 
hospital while he was there flat on his back. As Governor General, 
General Wood is doing a day's work that, with all due respect to the 
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diligence of Senators and Representatives in Congress, I don^t believe 
one of them would like to invite a comparison between their day's 
work and his. He is coming home on a vacation. He is coming 
home about April, and he is going back, if he is permitted to go back, 
as he has every reason to believe that he will be; and he is going to 
stay on that job as long as his health continues to be as good as it is 
to-day, and as long as it is the wish of his Government that he re- 
main there. 

Now, you may well ask, ^^ Why do you digress from your main theme 
and dwell upon the health of the representative of the American 
sovereignty in the Philippines?' ' I do that, gentlemen, for this 
reason : While I very much appreciate the invitation of this committee, 
I do not labor under any hallucination about the price that a plain 
citizen, even as far away from Manila as I am now, must pay for 
presuming to tell the truth publicly about conditions over there. 
What is that price? Within 48 hours from the time he speaks, he 
will be vilified in newspaper after newspaper in the Philippine Islands. 
He will be denounced publicly by the Manila oligarchy of politicos. 
That which he says will be misrepresented, just as the condition of 
the Governor Generars health has been misrepresented over there and 
misrepresented over here, because freedom of the press and freedom 
of speech and freedom of thought do not exist in the Philippine 
Islands at the present moment. 

I can illustrate. Soon after General Aguinaldo made one of many 
speeches he has recently made praising Governor General Wood's 
administration and telling his '* veteranos " that^^Hhe best friend " they 
and their people ^%ave in all the world is Governor General Wood," 
Aguinaldo was denounced on the floor of the Philippine Senate by 
the head of the Manila oligarchy as a ^'traitor." 

And any other Filipino that dares stand in public and say what 
General Aguinaldo is saying will be denounced by the same group 
as a traitor, and any American who presumes to speak the truth and 
run counter to the picture that has been drawn of conditions there 
by the group that rules the legislature, will be similarly vilified by 
the ruthless group of politicians that are in turn bossed by the head 
of the Manila obligarchy. 

Now, that phase of the conditions over there is a bit depressing, 
because the Stars and Stripes are flying over the Philippines to-day— 
the emblem of American sovereignty. But that only, it seems to 
me, calls for patience and for firm assumption of responsibility on 
the part of those who are administering that ^^ sacred trusteeship," 
as it has been defined. Although not a lawyer, I have been told 
by lawyers that when you are administering ^'a sacred trusteeship," 
you do your duty by your ward rather than always striving to please 
your ward. 

Some one will say, ^'Well, then, if all these things are going so 
well, what is the occasion for any legislation?" Well, I want to be 
very frank on that point, Mr. Chairman, in order that no member 
of the committee may be under any erroneous impression as to my 
commitments as a private citizen and as an observer in the Philip- 
pines. After conferences with many groups, with natives, Americans 
and foreigners, I came to these conclusions: That there are a few 
changes in the organic act of the Philippines which its operation 
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over a period dating from 1916 until the present proves might 
wisely be made with one purpose and with one purpose only — -to 
perfect that law and better the administration of the government 
set up by that law. 

But I am also frank to say that I know of no amendment to that 
law — ^committed as I am to several — that could possibly do in the 
Philippines good in a quantity that would balance the harm that 
would be done there to-day were any such legislation passed here 
through either House of Congress by a strictly party vote. And 
therefore, for one, I am entirely convinced that even though there 
are several amendments to the law which I came to the conclusion 
should be made, I am entirely willing that we should take our time, 
the Members of the House and the Members of the Senate. 

I can best illustrate what I am driving at by quoting from House 
Document No. 1446, issued by the Sixty-second Congress at its third 
session. That document contains an interview which the late 
Cardinal Gibbons, Roman Catholic archbishop, of Baltimore, gave 
to me as editor of the Boston Evening Transcript in February, 1913, 
on the subject of the Philippines. He took the ground that the 
Philippine problem belongs to the whole American people. Here is 
what he said in part : 

The future of the Philippine Islands is a problem that belongs to the whole 
American people. At no time should it be considered from the standpoint of 
partisanship. To its solution the best thought of the country should be devoted, 
and the efforts of our Government in that direction deserve the loyal support of 
all x\mericans without regard to creed, religious or political. 

It seems to me that this counsel should be taken to heart to-day, 
that it applies with even greater force now than when it was given. 
I believe that almost all the members of this committee share the 
desire to legislate with regard to present conditions in the Philippines, 
not from the standpoint of partisanship but solely from an American 
point of view, and ^^ without regard to creed, religious or political.^' 

Now, I was committed to the two bills, sir, that were introduced 
by you— the Kiess bills. One of them has been reported, as I recall, 
and one has not been reported to the House. But I understood that 
the purpose of the bill dealing with the auditor was to clarify the 
duties of the auditor under the Jones law so as to give him more 
power than he now has as a result of the decision of the court. I 
was heartily in favor of that bill because it seemed to me that it 
would strengthen the hands of the auditor to go even farther than that 
high-minded public servant, Ben F. Wright, has been able to go in 
halting corruption in the government over there. But when I 
heard it said here that the effect of this bill as amended would not 
be to increase his power, my ardor for its immediate passage cooled. 
I hope that I misunderstood the interpretation of the proposed 
amendment, because I understood that the whole purpose of clarify- 
ing the auditor^s duties was to increase his power. Not being a 
lawyer, I do not kn^lv whether that is the effect of the bill; and I, as 
a plain American citizen, would want the judgment of some sub- 
committee made up of both Republicans and Democrats and on 
which lawyers sit before this bill is passed. 

Now with reference to the second part of the revised Kiess bill, let 
me say this: I advocate strongly strengthening the position of the 
Governor General, who is the chief executive of the Philippines, by 
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giTing him what he ought to have had long ago, and what President 
Coolidge and Chief Justice Taf t think he ought to have to-day, 
namely, American experts in administration and supervision. 

There should be on the staff of the Governor General at this very 
minute an expert in banking and finance, an adviser on legal matters, 
an adviser on matters involving foreign affairs, an expert upon 
trade and commerce, especially international trade and commerce. 
In addition to these, the Governor General ought to have the assist- 
ance of an American expert in science and research, in public health 
^nd sanitation, and several experts who could assist him in the task 
of inspecting and supervising the activities of the executive branch 
of the Philippine government in all parts of the islands. 

If only Congress could realize the fact that the Governor General 
of the Philippines is the chief executive of as many people as live in 
the great State of New York, it is hard to believe that this assistance 
would have been withheld from him so long. As Governor General 
he is charged by the organic act of the Philippines with the duty of 
preserving peace and order and seeing that the laws are faithfully 
executed. He is also charged with the function of supervising and 
controlling all executive activities. He is responsible also for the 
care of the vast investments which the insular government has put 
into various enterprises. He is also charged with the protection of 
the rights of foreigners, resident in the Philippines, with whose govern- 
ments the Government at Washington has treaty relations. Then, 
too, he is responsible for the protection of some 5,000 American 
citizens who live and work in the Philippines. 

^*0h, but,'' you say, '^he has a cabinet.'' And so he has— the 
heads of the executive departments. These are Filipinos. But 
they are taking lessons in popular government, and the situation is 
not the same as that in which our President finds himself. If they 
were entirely competent to be heads of departments with no check-up 
and no assistants, their peoples would be competent to elect their 
own Governor General. The fact that that power has not yet 
been given them is no reflection on the peoples of the Philippines. 
They have made great progress under American leadership. But 
they are not yet ready to dispense with American supervision and 
assistance. 

Ninety-eight and one-half per cent of all the public offices in the 
Islands to-day are filled by Filipinos and only 1.5 per cent are filled 
by Americans. The oligarchy of politicos that rules the legislature 
is using every possible means to reduce that 1.5 per cent to zero. 
The record is there to show the various resorts that are made to 
eliminate that small fraction of Americans from any participation in 
the Philippine government. 

But I would be entirely opposed to having this committee even 
unanimously vote to allow the Governor General the civilian experts 
that he requires and has asked for, if I thought this committee 
voted for that under the false pretense that there is the slightest 
objection those faithful and gallant officers to the number of four 
or five who have been loaned by the War Department to the Gov- 
ernor General. The only opposition to those officers comes from a 
small group of politicos in Manila, and a somewhat larger group of 
politicians and promoters in this country, who appear lately to have 
united on a program the general purpose of which is to abolish 



114 THE PHILIPPIKE ISLANDS 

the War Department's supervision over the Philippines. This 
coahtion of special interests would set up a new government bureau 
which would be manned by gentlemen, I have no doubt, who would 
be rather more amenable to some of the designs of the coalition 
than the War Department has been in the past, or than the War 
Department would ever be in the future, so long as it has at its head 
of the Bureau of Insular Affairs such a faithful public servant as 
General Mclntyre or any other officer of the Regular Army. 

I am absolutely opposed to seeing any bill go through under the 
false pretense, set forth in the Thompson memorandum to Congress, 
that there is any general opposition among the peoples of the Philip- 
pines to the presence of a few devoted Army officers dbing civil 
duty over there, all of whom have seen long service in the Philippines, 
and each one of whom has more devoted friends among the Filipinos 
and Moros than this entire committee. The idea that any reflection 
should be cast upon their service, the idea that the public should be 
deceived into believing that there is any such hostility, the idea 
that this should be done behind their backs 10,000 miles away by 
any American for any purpose is to me most repugnant. 

I would rather give up for this or the next session any chance of 
seeing a meritorious piece of Philippine legislation passed than to 
see it done under false pretenses that might mislead Congress at the 
next session and public opinion and many newspapers into the belief 
that there is an opposition over there that would warrant the trans- 
fer of the Philippines, with their 63,000,000, acres of public lands, some 
of the richest under the flag, to the tender mercies of a newly created 
Separate bureau, or possibly to make the Philippines an annex of 
the Interior Department. I think a reading of the record dealing 
with the disposition of the naval lands turned over to the Interior 
Department some years ago will convince you that we are not quit)e 
ready now or in the future to turn the public lands of the Philippines 
over to a separate bureau, or to a department less well fitted than is 
the War Department to protect them. 

As I speak I am reminded that it is possible for this Government 
to send experts to the League of Nations from the departments at 
Washington every time they have a conference. We are represented 
there apparently every time they have a conference, by experts from 
Washington. We are sending experts to various countries ; and it does 
seem to me that a little more support of the President by the 
Members of his own Cabinet, when the Governor General has re- 
quested and the President has approved the request to have assistants 
from some of the departments at Washington— it seems to me that a 
little more cooperation on the part of the heads of the executive 
departments here would be most helpful. 

But rather than see the provision for those experts made as the 
new Kiess bill provides, I would rather see the Governor General 
wait 'Hill the cows come home'^to get them, because I don't think 
it fair to either House of Congress to plunge this appropriation into 
the maelstrom of general appropriations with the effect of making it 
su%ject first to the censorship of General Lord, the Director of the 
Budget, and then to subject it annually to the revision of the Appro- 
priations Committees of Congress. But I can see easily where that 
might play very quickly into the hands of that ruthless oligarchy 



THE PHILIPPINE ISLANDS 115 

at Manila and a group of designing gentlemen over here who have 
time to spend in Washington lobbying for their pet projects. 

I am also opposed to that method of appropriation because there 
is no assurance that a single desire of the Governor General would 
ever be approved. Do you realize, gentlemen, what you do if you 
pass this bill in its present form? Do you realize that you would 
take away from the Governor General the power that he has now to 
recommend the expenditure? You would reflect further most seriously 
on the President, because if you passed the bill in its present form 
after you could not get the other bill through, it would advertise to 
the world the fact that the Congress believes that the Governor 
General is not fit to exercise the power of veto, and that the Congress 
also believes that the Philippine Legislature is better fitted to exercise 
the power of veto than is the President, because under the original 
Kiess bill the initiative in regard to this appropriation rested in the 
Governor General and the veto power was to be exercised by the 
President of the United States. Now, with all due respect to the 
Philippine Legislature, I am not ready to say that the man who rep- 
resents in their corporate capacity all the people of the United States, 
could not be trusted to exercise this veto power wisely. 

The last phase of the bill has not been recommended by the Gov- 
ernor General; in fact, no part of this bill has been recommended 
by the Governor General. There is not a scrap of paper that has 
been submitted that I have been able to find that would show 
that the Governor General has himself approved the modifications 
made in this bill. It is true that this memorandum of Mr. Thomp- 
son recommends it; but I happened to be in the Philippines until 
the 23d of October. I am inclined to the belief that the volunteer 
agent of the President must have also been the volunteer spokesman 
for the Senate and House of Representatives. Possibly he volun- 
teered the information that it was hopeless to get the two Kiess bills 
through as originally drawn. He may have asked somebody to 
prepare a memorandum in support of the bill that would meet his 
objections because I call your attention to the fact that in these 
modifications of the Kiess bill you are not carrying out the recom- 
mendations of the President, as set forth in his message; you are not 
carrying out the recommendations of the Governor General; but you 
are meeting on page 6 of the memorandum of Mr. Thompson the 
objections there registered to the original Kiess bills, where he says: 
''The Christian Filipinos are unanimously opposed to the measures 
now pending before Congress.'' 

I would be the last to detract from the statements made by Mr. 
Thompson, but 1 must offer this suggestion, that during the less 
than four months he was there he could not have consulted all the 
more than 11,000,000 Christian Filipinos. Yet he says that the 
Christian Filipinos are ''unanimously'/ opposed to the measures now 
pending before Congress, known as the Kiess bills, Nos. 1 and 2. 

Then he says, in contradiction of the President's several times 
repeated recommendation to Congress: 

I question the wisdom of giving greater power to the insular auditor. 

He is in conflict, you see, with the President, in whose behalf he 
volunteered to make the investigation. 
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Then he says: 

Kiess bill No. 2, provides that the revenue derived from the tax on Philippine 
tobaccos sold in the United States shall be transferred to the general funds of the 
Philippine government and expended for certain general purposes at the dis- 
cretion of the Governor General. 

Then he says: 

It is not advisable, however, to place this sum in the hands of the Governor- 
General to be expended at his discretion. 

Paraphrasing the objections made by the Manila oligarchy to the 
same bill some time ago — that is all Mr. Thompson is doing in this^ 
paragraph. 

Now, I don't wish to be miderstood as in the slightest degree 
criticising the President's volunteer agent. I am only here to say 
most humbly as a private citizen who has made a study of Philippine 
conditions, that I am emphatically in opposition to the modifications 
in that bill, which I believe have been made, certainly so far as your 
honorable chairman is concerned, in entire good faith. I am here, 
however, for his enlightenment, if I may suggest. I firmly believe 
that however benevolent the purpose of these modifications, the sum 
total of their effect is to torpedo the program of the Philippine legis- 
lation recommended in the annual address of the President, and to 
meet the objections registered against that program, registered 
against the recommendations and policy and administration of the 
Governor General of the Philippines by the volunteer agent who has 
recently returned — Mr. Thompson, of Ohio. 

Mr. Williams. May I ask a question? 

The Chairman. Yes. 

Mr. Williams. Speaking of the need of the Governor General for 
assistants : This bill provides that this money would be appropriated 
to pay these assistants. Do you believe from your knowledge of the 
islands and your visit over there that it would be for the best interests 
of the islands and the best results for this country that these assistants 
should be furnished, even though this Government paid them? 

Mr. J. T. Williams, Jr. Oh, I think the Governor General very 
much needs this assistance. There is no question about that. I can 
illustrate that by telling you an experience of a most efficient and 
devoted doctor, an officer of the Army Medical Corps. He has a 
great deal of work in Manila, but he is constantly going around trying 
to check up and see whether the Governor GeneraFs orders and the 
Philippine laws are obeyed in regard to sanitation and public health. 

In all the wonderful health measures and public sanitation that 
the American Government has put into effect, experience has shown 
that only by constant supervision is it possible to keep those laws in 
effect. 

And so again with leprosy. Take the case that another officer, 
Gen. Halstead Dorey, found in one of this recent inspection trips. 
He found in one of the Provinces, down in the cellar of the jail alone 
and forgotten for weeks, a group of lepers under the most deplorable 
conditions. They had received no medical care whatsoever. They 
ought to have been in the hospital. 

Mr. Williams. Then the Governor General should be authorized 
the assistants, even if we have to appropriate money out of the 
Treasury to pay them? 
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Mr. J. T. Williams, Jr. Absolutely. 

Mr. Williams. Another question. This is foreign to this bilL 
A bill was introduced before this committee to give the Porto Ricans 
power to elect their governor after a certain time. 

Mr. J. T. Williams, Jr. Yes, sir. 

Mr. Williams. In discussing it with members, I have had some 
of them suggest to me that perhaps the Philippine people would 
get along better if they were permitted to elect their own governor. 
From what you have said I gather that you think it would be unwise 
to permit them to do that? 

Mr. J. T, Williams, Jr. Not only unwise, my dear sir, but most 
disastrous. 

Mr. Williams. That is all. 

Mr. Underhill. Just one question, Mr. Williams, with respect 
to the alleged military rule in the Philippines: Is there any evidence 
in the uniform or bearing or anything else in these assistants drawn 
from the Army for the Governor General, in their daily life, to em-* 
phasize or even suggest militarism? 

Mr. J. T. Williams, Jr. My dear sir, I am sure from my investi- 
gation that there is a more ''military'' display apparent around the 
State House in Boston or the White House in Washington than there 
is at Mala canan where the Governor General lives. 

Mr. Sabath. These officers are in civilian clothes? 

Mr. J. T. Williams, Jr. Yes; but they wear their uniforms on 
proper occasions. They are proud of the uniform. They perform 
their civil duties however in civilian clothes. 

Just run over the list of them. It may furnish a clue. None 
of them has ever been identified in politics. One of them. Gen. 
Halstead Dorey almost lost his life on the other side, in the great war. 
He had a gallant record in the Philippines and in France, and numbers 
his friends by the thousands throughout the islands — Moros^ 
Filipinos, and Americans. Another one of them is a most efficient 
surgeon of the Medical Corps of the Army, Major Hitchens. He 
stands very high in his profession. You couldn't get such a surgeon 
for three times the sum that you are paying him. Col. George T. 
Langhorne, who has friends all over the islands, also a veteran with 
a splendid record— ^a Virginian by the way — ^is rendering devoted 
service. 

I wish Judge Sabath could have seen — because you have had experi- 
ence in municipal work. Judge, I believe — Lieut. Harold A. Meyer, 
to whom has been intrusted among other duties, the supervision of 
what is known as ^^ Welfare Village, '^ near Manila. There they 
take the orphan children, not only of officials of the government, 
but they take children of those parents one or both of whom have 
leprosy and educate them and give them a home. And then in 
another part of the same village, they have the children of those 
whose parents have been delinquent, and the government more or 
less stands in the relation of parent to those children. Then in still 
another part of the village, so that there is no mingling, they have the 
young boys or girls that have made a false step. Rather than put 
them in some prison, they are put there in the effort to teach them 
and help them along and give them another chance. When things 
there under the local administration seemed to be going rather 
badly, this officer was detailed to lend a helping hand in straightening: 
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things out. There is not sitting around this table and there is not in 
this Ca,pitoI an American who would jaot be proud if, in the line of 
duty with the colors, he could have contributed so much both to the 
welfare of the inhabitants of the Philippines and to the honor and 
glory of the flag, as that little band of loyal devoted Army officers 
loaned to the Governor General, are contributing to-day. 

Mr. Sabath. Now, how long has Meyer been engaged in this work? 

Mr. J. T. Williams, Jr. He has been there several years. 

Mr. Sabath. I have attended here in the last few months a meeting 
of the so-called guardian movement. In that meeting statements 
have been made by people, who, I believe, are reputable — they are • 
officers of the Army, gentlemen of high standing — that there are 
thousands upon thousands of these xmfortunate children left over 
from the war and since the war, of American men, that are not being 
taken care of and that they live a life that is a shame to the Nation. 
They are trying to create or collect a fund of one or two million dollars 
to establish a separate organization to take care of all these unfortu- 
nate children. I was so much impressed that I have contributed my 
little share to the work of the fund. 

Mr. J. T. Williams, Jr. Your money will be well spent, sir; I am 
sure. You refer to the American guardian fund. 

Mr. Sabath. Why is it necessary to raise that money from private 
sources? 

Mr. J. T. Williams, Jr. Because the dignity and sense of justice of 
the American people prevent them from asking the Philippine Legis- 
lature to appropriate for children of the sort which have rightly 
appealed to your generosity. The wonderful school to which I 
referred is an entirely different institution. It is a Philippine school 
for Filipinos. It is maintained by the insular government. 

Mr. Sabath. These are children, however, of Philippine women, 
are they not? 

Mr. J. T. Williams, Jr. They are, sir. It seems a rather better 
way — to save ourselves the necessity of asking that appropriation and 
advertising the problem that is sad for us all — ^it seems the rather 
more dignified thing that other Americans should follow the lead of 
those yourself and contribute to the American guardian fund. That 
is an American tragedy and an American responsibility. 

Mr. vSabath. Under the conditions that exist I think the Govern- 
ment should provide for and take care of those children. 

Mr. J. T.Williams, Jr. You mean the Government at Washington? 

Mr. Sabath. Yes. When I heard of the conditions that day I 
was so amazed that if I could have had the power I would have 
immediately moved to provide all the necessary funds to take care of 
all these children, because it is setting a bad example to the Filipinos. 

Mr. J. T. Williams, Jr. Yes. It is heartening to see Welfare Vil- 
lage and see the wonderful work being done there by the commissioner 
of public welfare, Mr. Fabella, under American supervision and with 
the cooperation of Filipinos of the best sort. 

The Chairman. Mr. Williams, you were kind enough to commend 
what is known popularly as the Kiess bills No. 1 and No. 2. 

Mr. J. T. Williams, Jr. Yes, sir. 

The Chairman. You are perhaps aware of the fact that No. 1 was 
considered by this committee and reported favorably and is now on 
the House Calendar? 
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, .'Mr. J.'T. Williams,. Jr. : Y,es, sir.. ;,., 

The Chairman . The other bill (No. ?), with respect to revenues, 
was referred in the other sessioii to the Ways and Means Com- 
mittee; and no action was taken. When Congress adjourned in 
July we were very close to being reached on what is known as a 
calendar Wednesday. There was only one committee ahead of 
us, which meant that on the third Wednesday after Congress 
reconvened in December we had every reason to believe that our 
committee would have the day, or, rather, have two days; and 
I was assured by the Speaker and the floor leader that this would 
be done. 

Congress reconvened in December. Instead of following that 
program, every calendar Wednesday was set aside until a week ago; 
so instead of having our day and getting these bills before Congress, 
it was put off week after week. 

There was considerable opposition to the bill reported, and the 
new bill we are considering now is a compromise bill. The original 
bills probably represented more nearly the opinion and views of the 
chairman, but I hoped that by making some concessions and by 
putting all this legislation in one bill we might get some action at 
this Congress. 

I personally had hoped that the question of party should not be 
raised. I hope that before the next Congress convenes, some 
members of this committee will have the opportunity of visiting 
the Philippines, and that we can then unite on a bill which should 
be introduced at the opening of next Congress. I hope we can pass 
some measure which will uphold the dignity of the United States 
officials over there and be of benefit to the Philippines as a whole. 

Those familiar with legislative practice realize that there is no 
possibility of passing any of this legislation at this session. Yester- 
day I learned that the Calendar Wednesday to-morrow was set 
aside on . account of farm legislation. There will be one other 
Wednesday, and that day belongs to the Territories. They tell 
me that they have only one bill; and if that is true, then we will 
have a chance to call up and, I hope, pass the two bills affecting the 
Virgin Islands which were approved to-day by the committee, and 
also the Philpipine bill with respect to taxes which General Mclntyre 
explained. 

I am making this rather lengthy statement for the benefit of the 
committee, Mr. Williams. 

I take it from what you say that you think the bill is too weak, 
and favor a stronger measure. 

Mr. J. T. Williams, Jr. I recognize absolutely that all sound 
legislation under a republic is the result of compromise; but I do not 
believe that you ever got a wise compromise that was not based upon 
straightforward, sincere recommendations so that there is a clear 
line drawn where the opposition can speak its mind and the cham- 
pions of the legislation make their argument. It seems to me, that 
the modifications of this bill have been made at the expense of the 
fundamental purpose of the bill, and would be disastrous if carried 
into effect. 
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But I do think — I am delighted to find that without any regard 
to what I have said — there seems to be an opinion in the committee 
that it would be unfortunate at this time of all others, when there 
comes a clear and friendly voice from Manila — the voice of General 
Aguinaldo — speaking in support of the Governor General and of 
cooperation with his program, to seem to strike at that program at 
this very moment by any ill-advised legislation at this session. 

Mr. Hudson. Do you want to carry with you the impression that 
this committee is not in hearty sympathy and support of General 
Wood? 

Mr. J. T. Williams, Jr. I am sure that they are. 

Mr. Hudson. I don't know whether you think that, but some of 
your remarks 

Mr. J. T. Williams, Jr. I don^t remember making any such remark 
as that. 

Mr. Hudson. It seemed to me that you made the remark that 
the purport of this bill would be to weaken the administration of 
the Governor General. 

Mr. J. T. Williams, Jr. I was most careful, Mr; Chairman, not 
to attribute to anyone here such a purpose. May I make myself 
clear on that point? 

The Chairman. Yes. 

Mr, J. T: Williams, Jr. I was most careful in what I said not to 
attribute to any member of the committee any such motive; but I 
did say that I thought the effect of the changes in the bill was to 
meet the objections in Mr. Thompson's report and that I feared that 
the committee would be put in a false light by so doing. Mr. 
Thompson's purpose, I believe, differs from yours. 

Mr. Hudson. I gathered from Mr. Williams's discussion this morn- 
ing that he is in favor of these experts that are Governor Wood's 
right hand, these four or five Army officers detailed for that purpose. 
Do you approve of those men? 

Mr. J. T. Williams, Jr. Certainly, sir, until you can get experts 
authorized and provided for by law to take the place of those men 
and end the sacrifices that they are now making, because they are 
rendering this service at a professional sacrifice. 

Mr. Hudson. When we were working on this bill for experts in 
these things, I supposed that we were working with the mind that 
General Mclntyre and the whole War Department understood that 
we were to furnish them so as to relieve the military men from doing 
<3ivilian work, which was not in my mind that we were doing in 
opposition to the War Department. 

Mr. Knutson. I didn't understand Mr. Williams to say that. 
You recommend replacement of these Army men by competent 
civilians? 

Mr. J. T. Williams, Jr. I think it is only fair to the Army men. 
Those men don't report to General Wood. They are not carried on 
the pay rolls of General Wood's staff. They are ordered over there, 
as I understand, by the War Department and report to General 
Sladen, the commanding general of the Philippine Department. 
They are loaned by him to the Governor General as liaison officers. 

Mr. Hudson. It is only a War Department arrangement? 

Mr. J. T. Williams, Jr. Yes. 
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Mr. Hudson. That is all, I think. 

Mr. J. T. Williams, Jr. The agitation that we hear about there 
being a revolt in the Philippines against the uniform of the United 
States, and that to placate that objection, our Army officers should 
be relieved— I don^t want to see the committee report a bill under 
such pretenses as that, because I believe it would be used as the 
excuse next year for passing under the same misunderstanding some 
very unwise legislation. 

Mr. Knutson. Have you ever visited any of our other possessions? 

Mr. J. T. Williams, Jr. Not yet. I wish I had. I hope to some 
time. 

Mr. KisruTSON. You are unalterably opposed to creating a colonial 
bureau to administer our insular affairs? 

Mr. J. T. Williams, Jr. At the present time— -I can not say about 
the other possessions — but at the present time I am inclined to think 
that we are on the threshold of great development in the Philip- 
pines; I believe that the protection of the public lands of the Philip- 
pines can be better safeguarded under the present Bureau of Insular 
Affairs of the War Department than under a new bureau created by 
the bill that was introduced the other day in the Senate. At the 
very time the statement in support of that bill was being made, that 
the purpose of that bill was ^*to supplant military by civil rule in the 
Philippines,'' the honorable the Secretary of War was before this 
committee saying that no such statement could be made except in 
ignorance or by a man deliberately for the purpose of advancing his 
Own program. Mr. Taft was the first civil governor of the Philip- 
pines. There has been ^Vivil rule" there ever since. 

Mr. Knutson. You have no idea but that if a colonial bureau were 
established General Mclntyre would be placed at the head of it? 

Mr. J. T. Williams, Jr. I don't believe that that is the purpose of 
the gentlemen who are advocating the Senate bill. 

Mr. Knutson. We have not had this other bill before us. 

Mr. J* T. Williams, Jr. And furthermore, gentlemen, if I may 
make a further answer to that question, I seriously doubt whether 
the establishment of a colonial bueau now would be playing altogether 
fair with the peoples of the Philippines. They might interpret that 
:as closing the door on their aspiration for a larger measure of auton- 
omy sometime. One of the principal reasons why General Aguin- 
aldo is standing so firmly behind Governor General Wood is the fact 
that the Governor General has never closed the door upon the 
aspiration for a larger measure of autonomy than these people now 
enjoy. To take them out from under the War Department and put 
them under a newly created bureau to be administered after the 
British type of colonial department would, I think, be a great mistake. 

Mr. Knutson. Hasn't the British system worked well in England? 

Mr. J. T, Williams, Jr. It has worked out very badly in some 
respects. Some colonies are under the Foreign Relations Depart- 
ment and others under the Colonial Department. 

Mr. Knutson. The point I was getting at was that Porto Rico 
and the Philippine Islands are under the War Department, whereas 
the Virgin Islands and Guam and Samoa are under the Navy 
Department, 
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Mr. J. T. Williams, Jr. Yes; and Alaska and Hawaii are under 
the Interior Department. 

Mr. Knijtson. Of course, they are Territories. But by estab- 
lishing a bureau of colonial affairs, calling it a bureau of insular 
affairs, and putting all of these insular possessions under the com- 
plete control of that bureau, would at least give them a uniform 
government. Now, isn't that true? 

Mr. J. T. Williams, Jr. I served President Taft for a time as 
United States Civil Service Commissioner. I know the difficulty of 
getting a civil service newly established in a new bureau. Further- 
more, I am thoroughly committed against the establishment of any 
more bureaus in Washington. I think that we ought to ad5pt a pro- 
gram of consolidation. 

Mr. Knutson. We won't get into any quarrel with you on that, but 
whether the Bureau of Insular Affairs 

Mr. J. T. Williams, Jr. Every step of progress, Mr. Congressman, 
that has been made in the Philippines has been made by the War 
Department. Every step in 25 years that has been made has been 
made under the War Department, It was a Secretary of War who 
wrote the organic law originally for those islands. A Regular Army 
officer organized a government there, as some people do not know. 
Mr. Taft, later Secretary of War, was the first civil governor. What 
objection can there be to this department under whose supervision we 
have cleaned up Cuba, built up a civil government in Porto Rico, and 
brought about 25 years of remarkable progress in the Philippines? 
All progress in the Philippines for a quarter of a century has been 
made under the War Department. 

Mr. Underhill. This proposed insular burea^i, as I understand — 
and I am asking for information; if I am not right, tell me so- — 
exempts from its provisions Alaska, Hawaii, and Porto Rico, doesn't 

it? 

Mr. J. T. Williams, Jr. No, sir; Porto Rico is included. 

Mr. Underhill. Then it includes Porto Rico, the Virgin Islands^ 
Guam, the Philippines, and Samoa, and how many more I don't 
know. 

Mr. J. T. Williams, Jr. I don't know about the other insular 
possessions. I only know about the Philippines. 

Mr. Underhill. As a matter of fact, outside of Porto Rico, they 
are running pretty smoothly under the present administration, aren't 
they? 

Mr. J. T. Williams, Jr. They have the same system in Porto Rico 
as in the Philippines and the government is also running smoothly 
so far as the American part of it is concerned. 

Mr. Underbill. It really doesn't amount to anything. Samoa 
and Guam and the Virgin Islands all put together are hardly a 
handful. Our real purpose of seeking to establish this new bureau 
is for the government of the Philippines. 

Mr. J. T. Williams, Jr. Gentlemen, I wish some one would ask one 
question about one feature of the bill. I heartily approve these 
increases in salaries. The statement was made here the other day 
by a gentleman of the committee that Manila was not expensive. I 
was in and out of Manila a good deal. It was fairly expensive for me, 
perhaps because of the very wise rule my chief made that wherever I 
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went in the Philippines, his organization would pay the expenses. 
My expense accounts in Manila were a little bit higher than my 
expense accounts would have been in Washington. 

Mr. KnutsOn. You did more entertaining, naturally. 

Mr. J. T. Williams, Jr. I didn't do half as much entertaining in 
Manila as those faithful public servants, the Governor General, the 
members of his staff and their families, and the Army and Navy 
oflBcers. They are entertaining the year around. Congressmen, 
visitors from the States, and many others who go to Manila to see 
our great experiment there. 

Now, I have supported enthusiastically bills that have been 
introduced and passed here increasing the salaries of Senators and 
Representatives in Congress; and for your information let me say 
that as an editor I have never had but one letter in opposition to that. 
That came, singularly enough, from an officeholder on Beacon Hill, 
Boston, who had been trying to get his own salary raised and it had 
not been raised. The Philippine Legislature have raised their own 
salaries. 

These salaries were originally recommended by a Democratic 
administration. They have been recommended for years and years 
by General Mclntyre. The Governor General has not asked any 
increase. None of these men have asked it, either. They are too 
proud. They just go ahead making their sacrifice. 

But, gentlemen, have you ever stopped to think of what a calamity 
it would be for the islands if we should lose the present Governor 
General by circumstances beyond our control? Have you ever 
stopped to think how limited perhaps the President might be in the 
choice of a successor, and how overwhelmed he might be by volunteers 
with money enough to snap their fingers at the salary of the Governor 
General in order to have the opportunity to exercise that power? 

Now, I believe that raising these salaries is most urgent and most 
meritorious. I think the proposed scale is fair. They would, have 
been raised under President Wilson if Congress had consented. I 
never noticed that there was any particular commotion in Massa- 
chusetts because you raised your salaries or because you raised the 
salaries of the Federal judges. It didn't disturb the scheme of things 
there in the State salaries. It would be a thoughtful, sympathetic 
thing to do, because there would be four Filipinos on the Supreme 
Court of the Philippines who would share in the salary increase, 
including the chief justice. And then there would be the Governor 
General and the Vice Governor General, the insular auditor and his 
assistants, and five American justices of the supreme court. It 
would be a thoughtful, sympathetic thing for this Congress to raise 
their salaries. It would give the lie to the report circulated over 
there by some of the politicos in Manila that Congress neglects the 
Philippines or is ignorant of the conditions there or is indifferent. 

The Chairman. Mr. Williams, in this compromise bill we all felt 
before that we had 

Mr. Underhill. Mr. Chairman, will you explain for my elucida- 
tion what you mean by ''compromise bilP'? 

The Chairman. I will. 

Mr. Knutson. A revised bill. 

The Chairman. Yes, a revised bill. 
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There were new constructive criticisms made against the bill on 
the calendar, and also the revenue features in the bill before the 
Ways and Means Committee. Owing to the fact that our committee 
could not be reached for some time it was my judgment, indorsed by 
the War Department, that I introduce a new bill which Would 
incorporate the salary feature and also the revenue feature and 
clarify the duties of the auditor. That is the reason I introduced 
this bill. If the committee in its wisdom thought this was a better 
bill, we could report it. Even if we have not accomplished any- 
thing, we have had some interesting hearings on this bill and 
have gotten a lot of information. Both ^ides have been heard, more 
particularly the opposition side than those in favor of it. 

It would be feasible, even at this late day, if this committee 
would unanimously report section of this bill relating to the salaries. 
We could pass it with no opposition, if it was unanimously reported. 
It has been suggested by Mr. Williams that the salary matter is a 
very important one; and General Mclntyre will confirm this, 
because I know that he has been for years laboring to get these 
salaries advanced; and that would be a very fine thing for us 
to do. 

Mr. Williams. Wasn't the first request for raising the salaries 
made by the War Department or the Secretary? 

The Chairman. Yes. They recommended it. Secretary Baker 
recommended it. 

Mr. Brxjmm. Provision is made in this bill to increase the salaries. 
What would be the source of the money to defray those? 

The Chairman. It would be up to the Philippine Legislature to^ 
appropriate the money. 

Mr. J. T. Williams, Jr. They have to under the law. 

ThlB Chairman. We are not taking anything away from them. 
That would come out of the fund of five or six hundred thousand 
dollars. 

Mr. Hudson. Doesn't this provide for any new officers? 

The Chairman. An additional assistant auditor. 

We appreciate your coming here, Mr. Williams. 

Mr. Knutson. I would like to ask Mr. Williams one more question. 
The situation over in the Philippines needs clarifying, if I may judge 
from the remarks that you made. 

Mr. J. T. Williams, Jr. You will find two very interesting docu- 
ments, the Governor General's report this year, and General 
Mclntyre 's report. 

Mr. Knutson, I am asking you. You have been over there and 
made a study of things from an unbiased standpoint, I take it? 

Mr. J. T. Williams, Jr. Yes. 

Mr. Knutson. Don't you think it would be wise for this Govern- 
ment to define definitely its position with reference to the Philippine 
Islands and let them know that this country has no immediate 
intention of giving them independence? 

Mr. J. T. Williams, Jr. I am utterly opposed to that, sir. 

Mr. Knutson. You don't believe in that? 

Mr. J. T. Williams, Jr. Absolutely not. I am opposed to any 
further statement of policy toward the Philippines at this time, 
because it seems to me that the President has covered that ground 
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most thoroughly in his letter to the speaker of the Philippine Legis- 
lature. 

I should say in that connection that you will find that soon after 
Mr. Coolidge entered the White House, the Fairfield bill went out 
of the window and in its place came the letter to Speaker Roxas, 
which is perhaps the ablest state paper on the Philippines for many 
years, and certainly since the Jones Act. 

Now, there is a strong movement in certain quarters to redefine 
our policy toward the Philippines. Gentlemen, we have got plenty 
of policy toward the Philippines. What we need is some deeds in 
support of that policy as outlined in the letter of President Coolidge 
to Speaker Roxas in 1924.^ Personally I would be opposed to any 
further commitment at this time. I don't admit the right of this 
Congress to bind the American people one minute beyond the two 
years for which you are elected. 

Mr. Hudson. I would like to ask Mr. Williams this : He spoke of 
^'a silver lining to the clouds. '^ I judge that your reference was 
that you think there is to be a new political alignment in the Philip- 
pines overthrowing perhaps the present political alignment? 

Mr. J. T. Williams, Jr. Provided the Government in Washington 
continues to support the Governor General's program. His con- 
ception of his office is that he should take no part in the politics of 
the Islands — that whether Mr. This or Mr, That is in power is none 
of his business as the American representative. Provided we support 
his program by which he refuses to play one politician against the 
other, and we support enforcement of the Jones law, I believe, 
that there will come very soon a time in the Philippines where a 
Filipino can come out and say openly, ^^Yes, I am for cooperation 
with the government that we now have'' and not be called a traitor; 
I believe also that the time will come when there will be formed in 
these islands parties which will divide along questions that parties 
would naturally divide along, namely, whether this or that ought to 
be done with regard to the development of the Philippines — in other 
words, parties that will concern themselves with subjects which 
under this law they have a right to concern themselves with. With- 
in a short while I think you are going to find that the harvest of the 
last five years will begin to be reaped. 

Mr. Sabath. Isn't it a fact that General Wood does take an interest 
in the political situation there inasmuch as he is cooperating and 
aiding General Aguinaldo? 

Mr. J. T. Williams, Jr. I am very glad that the judge has asked 
that question, because 

Mr. Sabath. Those are* the reports from time to time. 

Mr. J. T. Williams, Jr. The conception of the Governor General 
is that he has no more to do with the politics of the Philippines and 
their parties than would the ambassador a;t the Court of St. James 
concern himself with the parties there. He is the representative of 
the flag, the sovereignty of the United States, and not interested in 
parties. One of the reasons why General Aguinaldo has supported 
the Governor General is because of the fact that General Wood has 
been able to say, ^'I am friendly to General Aguinaldo because he is 
a patriot and a statesman. He will accept no appointment or election 
to office. " His office as head of the Veteranos Association has the 



same relationship to the government there as the commander of the 
American Legion would over here. 

Mr. Dallinger. Where does the money coiiie from that pays for 
the propaganda that is going on in this country all the time for Phil- 
ippine independence? * 

Mr. J. T. Williams, Jr. I am sure I do not know, sir. They 
have their bureau here. 

You understand, one of the reasons why the auditor is unpopular 
with the politicos is because — and by the way, he is a civilian, he has 
never worn a uniform— but he made a ruling that the independence 
fund of 1,000,000 pesos a year, a continuing appropriation that was 
to pay the annual trips to the United States of this delegation, was 
illegal. His ruling was sustained. 

Then he made another most unpopular ruling. He ruled that if 
you were recorded present at a recess committee and were absent, 
if you were a senator or representative in the legislature and you 
signed a voucher and collected the per diem for attendance and you 
were away down in the southern part of the islands, that that did 
not go. Now, instead of sending, those members of the legislature 
to jail, the auditor took a rather kindly view of it, a view that perhaps 
it was due to the fact that the lessons of popular government had 
not been learned. Instead of sending them to jail, he made them 
refund the money. 

Then he made another ruling that made him very unpopular with 
the legislature. He found that members of the legislature were 
transporting at public expense from public funds household goods, 
families, automobiles, from all parts of the islands to attend the 
legislature and then return. He said that that did not go. So he 
is unpopular. There is no denying that. But he is not unpopular 
with the Philippine people. 

Mr. Bacon. Mr. Chairman, I suggest that Mr. Williams be given 
the privilege of extending his remarks. He has some interesting 
exhibits and things that might well go in the record. He has one 
or two things, that I think, in courtesy to him he should be allowed 
to put in. 

The Chairman. Without objection, that will be done. 

Mr. Undeehill. We have a few minutes left. Mr. Williams has 
not touched on the Moro situation in Mindanao at all. I wish he 
would devote a few minutes to that. 

Mr. Ragon. There was some movement on in this country to 
separate Mindanao from the rest of the islands over there. Are you 
in favor of doing that? 

Mr. J. T. Williams, Jr. With the highest respect for any member 
of the committee who may take the opposite view, I know there is a 
lot of unrest down in Mindanao, but I am opposed to separating it. 
I think that the Governor GeneraFs milder course is perhaps the 
wisest one. I think he ought to have the power in Mindanao to 
appoint the governor of the Province without asking the consent of 
the Philippine Senate. I think he ought to have the power to appoint 
the judges in Mindanao without having to go to the Philippine Senate 
to get them confirmed. But even though you would not be disposed to 
give him the second power, I do think that a great deal could be done 
to appease the unrest there and allay the resentment against what 
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we used to call down South a carpetbag government, just by giving 
him power to appoint those officials. He should at least have the 
power of appointing the governor of a non-Christian Province. 

Mr. Sab ATH. Then, you would give him a power that is greater 
than the power of the President? Presidential appointees must be 
confirmed by the Senate. 

Mr. J. T. Williams, Jr. He has a number of powers greater than 
the President, because the matter is so wholly different. For example, 
the President does not appoint the district or prosecuting attorneys 
of the States. They are elected. We have jury trial here. They 
have none over there. It is an entirely different situation. If you 
will look up Secretary Baker's letter to Governor Wood's predecessor, 
you will find that nearly every obstacle that General Wood's adminis-^ 
tration has encountered was forecast in that letter. 

Now, under our system of government the President is the titular 
head of a party; and under that theory his party is supposed to 
more or less assume the responsibility of getting the Cabinet and 
others confirmed. As a general rule they give the President the 
benefit of the doubt and they confirm his Cabinet. That is done by 
the majority. The minority offers no opposition. 

Now, we have placed a chief executive over there over as many 
people as live in the State of New York. He is not the head of any 
party. As he interprets his function under the law, he must be 
above and beyond both parties. He has nobody in the Philippine 
Legislature to plead the cause of his appointees. It is nobody's 
responsibility; it is everybody's responsibility. My belief is this: 
That ever since 1916 that power of confirmation has been grossly 
abused, almost to the point of attempting to set up a government 
by political blackmail in some respects; and to oppose the governor 

by— '^ " ' : ■ •■ " 

Mr. Ragon. Is it not true that the non-Christian tribes have no 
elected representatives in the Philippine Senate? 

Mr. J. T. WILLIAMS; Jr. None at all. You would have been at 
least amused or saddened to have seen this. When they got the 
new legislative building erected, a beautiful building, what had 
they done? In the least ventilated and the least comfortable and 
the most remote and cramped portions of this beautiful building, 
they had stuck away the representatives of the non-Christian 
Provinces, who had been: appointed by the Governor General. 
Don't hold it against those people too much; they have only been 
playing a very short time at this game of popular government. 
They have made great progress. We ought not to expect too much 
of them; but the one thing, the one great lesson to teach them is 
that when a man has power there goes with it responsibility, espe- 
cially the responsibility to give a square deal to the minority. That 
is the big lesson that we are trying to teach them in the Philippines. 

The Chairman. Mr. Williams, I judge from your statement that 
you think that wha;tever money is to be used in the Philippines for the 
employment of civilian assistants to the Governor General should be 
given as a fund to the Governor General and not be appropriated by 
Congress upon his recommendation? 

Mr. J. T. Williams, Jr. To be placed at the disposal of the executive 
branch of the government, to be spent upon recommendation of the 
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Governor General, approved by the President of thej United States 
or his agent, the Secretary of War. 

The Chairman. That is, as a trust fund? ^ > : 

Mr. J. T. Williams, Jr. A trust fund for the Philippines. 

The Chairman. You realize that Congress is very generous with 
its power over the expenditure of its money? 

Mr. J. T. Williams, Jr. Rightly. 

The Chairman. But there might be very serious opposition to 
that feature. 

Mr. J. T, Williams, Jr. I may be wrong, but I believe that the 
proposition is so meritorious that if you could get it fairly argued 
before the House, you would convince the House. I think it ought to 
go through this session. , 

Mr. Thurston; It has been stated that one of the best evidences 
that the Philippine people should govern themselves is the manner 
in which they handle or conduct their J&nances/ Could you for the 
benefit of the committee enlarge your observa-tions over there on that 
subject? 

Mr. J. T. Williams, Jr. I made a careful study of all the decisions 
of the auditor and his very excellent and statesmanlike policy in 
support of the Governor General; and I should say, that while they 
are making progress, they haven^t completed the course in finance 
,yet-.^ .•, 

Mr. Thurston. Now, in the commercial and industrial life of the 
islands- - 

Mr. J. T. Williams, Jr. At least 75 per cent of it is done by 
Chinese, the merchandising. 

Mr. Thurston. To what extent does the native population engage 
in business and industry? 

Mr. J. T. Williams, Jr. Seventy-five per cent of the merchandis- 
ing of the islands is done by Chinese. The Filipinios have not been 
as successful in business as they are in medicine and law, but there 
ja«re a few, suc^ce^sful Filipino merchants. 

Mr. Thurston. They are more successful in the professions than 
in business? 

Mr. J. T. Williams, Jr. Yes; rather more in the professions. 

There is another measure that would increase the autonqmy of 
the islands considerably, and that is the enfranphising of the women 
of the Philippines. They are the best part of the population. 

Mr. Thurston. That is true in the United States too, isn^ t it? 

Mr. J. T. WiLMAMS, Jr. The Philippine women really take a 
much larger part in the business of the Philippines than they do oyer 
here. You see women in the Philippines plowing i^ the fields even 
on Sunday, when the men are elsewhere. 

Mr. Underhill. Where are the men? 

Mr. J. T. Williams, Jr. You know, Sunday is a great day over 
there. They have all kinds of sports. 

Mr. Bacon. As a matter of fact, if we passed a bill, the Underhill 
bill, granting suffrage to the women over there, it would increase the 
autonomy of the Philippine people? 

Mr. J. T. Williams, Jr. I am in favor of granting them suffrage. 

Mr. Dallinger. In other words, you think that the women are 
very much more qualified for suffrage than the rnen? ■ 

Mr. J. T. Williams, Jr. Yes; I think so over there 
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Mr, Kjs^utson. I am not going to talk woman suffrage, but if we 
were to pass a law enfranchising the Philippine women, it would 
result in a complete realignment of the party affiliations . 

Mr. J. T. Williams, Jr. I can not tell/ I think it would con- 
tribute to the influence of the stable element in the islands. It 
would contribute to the influence of this particular group: The people 
who do the work in the islands, those hard-working people who 
are not engaged all the time in making speeches. That is what 
I mean. 

Mr. Underhill. Well, Mr. Williams, isn't it a fact that in prac- 
tically all operations there, whether privately controlled or whether 
gOYernment activities, that when pay day comes around the wives 
most generally appear ajid the pay envelope is passed intact over to 
them? 

Mr. J. T. Williams, Jr. I think, as Judge Sabath remarked, they 
have become Americanized to that extent. 

You asked me about the peoples of the Philippines. I want just 
to read this little quotation from a book by Judge D. R. Williams, 
whose title is '* The United States and the Philippines '\' 

A fact too often overlooked, particularly by the casual writer, is that Manila, 
with its foreign flavoring and its evidences of modern civilization, is not the 
Philippines, and that the cultured and well-to-do Filipinos there encountered, or 
with whom dealings are usually had elsewhere, are not the people whose rights 
and interests are primarily involved. The real Filipinos, the Malays who com- 
prise over 90 per cent of the population, wiU be found living unobtrusively in the 
innumerable little nipa shacks which hedge the streets and highways, or in the 
mountains of Luzon, the wilds of Mindanao, and other sequestered places of the 
archipelago. The voice of this silent multitude— poor, ignorant, helpless, 
credulous, exploited and enslaved throughout all their history, subservient to 
those in authority or whom they regard as superiors, and whose welfare and 
security were an unconsidered item until American occupation — -finds no expres- 
sion in the native press or the political forum. They have been, and in a large 
measure still are, simply instruments in the hands of the educated and the wealthy- 
few*^ , 

■JSow, gentlemen, it is for that 90 per cent that Governor General 
Wood and General Aguinaldo are pleadihg and striving to-day. 

The Ghaibman. The meeting will stand adjourned to meet at the 
call of the chairman. 

(Thereupon, at 12 o'clock noon, the committee adjourned to meet 
at the call of the Chair.) . 

Extension op Remarks 

I gladly avail myself of the courtesy of the committee to add to 
my remarks the following statement made to the people of the 
Philippines on September 9 last, on the day before he sailed from 
Manila for San Francisco, by Mr. Henry L. Stimson, of New York, 
who was President Taft's Secretary of War: 

Former War Secretary in Formal Statement Asks Filipino Cooperation—- 
Sats Charges op Militarism Against Governor General are Merely 
TO Raise Political Bugaboo— Veterans of Old Days Appreciate Bene- 
fits of American Aid More than Some of Younger Generation: — Kiess 
Bill Favored 

[By Henry L. Stimson, former Secretary of War] 

I have been asked for my views upon pQlitical conditions in the islands as I 
have observed them during my six weeks' visit. I have hesitated to express 
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such views, for the subject is a large bne and the observations of any one man 
during such a period are necessarily hasty and imperfect. But there are certain 
features of the situation which have made a strong impression on me, as a dis- 
interested and wholly unofficial observer. 

I sympathize thoroughly with the desires of the people of the Philippine Islands 
for self-government and am much gratified with the rapid steps that they have 
made during the past 25 years in obtaining it. But self-government and national 
independence are two quite different things, and the latter involves many con- 
siderations to which apparently little attention has been given. Many of my 
Filipino friends have expressed to me the view that if the United States should 
withdraw its Government from the islands it could yet be counted on to protect 
them in case thereafter they were threatened with danger from other sources 
or nations. 

They could not make a greater error. So far as the Philippine question is con- 
cerned, the American people are divided into just two classes: First, those who 
are willing to take the time, the trouble, and thought necessary to work out to 
a satisfactory conclusion this long and difficult problem of the final relation of 
these islands to the United States; and secondly, those who, for one reason or 
another, are not willing to do so, and who therefore wish to get rid of the islands 
as soon as possible. I believe that the former are the true friends of the Filipinos 
and the latter false friends. Every time you agitate here for immediate inde- 
pendence you weaken the hands of your true friends and strengthen those of 
the others. If the United States were to take this demand at its face value and 
to withdraw now, it would mean that the control of the American Government 
had passed into the hands of the men who wanted to get rid of the anxiety and 
responsibility which goes with their protection, and care, aiid education. Once 
rid of that burden, no power on earth would bring the Americans back across 
the Pacific to take it up again under far more difficult conditions. Connections 
with America once ended would be ended forever. 

Now I often wonder whether my Filipino friends really desire that to happen. 
They are the only Ghristian people in the Orient, surrounded by nations of an 
tirely different race, religion, and civilization. They are a small people living 
in underpopulated islands of wonderful potential wealth and natural resources. 
They are surrounded by much larger nations whose territory is overcrowded and 
who are necessarily hungry for the inheritance of the Filipinos. On the other 
hand the people of the United States have no desire to supplant them or to 
take away their land or even in any large numbers to migrate to these islands 
and live here. Their only interest in the Philippines (apart from their altruistic 
desire to see carried to a successful conclusion the great humanitarian experiment 
begun a quarter century ago) is to help the Filipinos develop their undeveloped 
resources so that the two peoples can hereafter engage in mutually profitable 
trade and commerce. That American interest may be selfish, but it is an inter- 
est which coincides with the true interest of the Filipino and is not antagonistic 
or harmful to them. On the contrary it is wholly beneficial to them. There is 
no country in the world with which the Filipino people can so safely niaintain 
a connection as with the United States. It is inconceivable that a nation* of 
the historic principles of the United States would exploit the Filipinos or per- 
manently govern them in a manner Contrary to their matured desires. 



TRIBUTE TO GENERAL WOOD 

The American Government has given an earnest of this attitude when it sent 
over here the present Governor General, Leorxard Wood. There is no one living 
in the world to-day, of any nationality, who has made such a distinguished record 
of patient, highminded, and successful service in guiding peoples along the diffi- 
cult road to self-government as he has. The people of Cuba, where served first 
as Governor of Santiago and later as Governor General in Habana, still remember 
gratefully his labors; and the final solution of the relation of Cuba to the United 
States embodied in the so-called Piatt amendment was largely the result of his 
work. That solution is justly regarded by experts throughout the world as a 
landmark, honorably and efficiently adjusting as it does the political relations 
of two peoples having the very peculiar mutual dependence of Cuba and the 
United States. 

When the Government at Washington has made such a gesture of good will 
toward the people of these islands as was embodied in the appointment of Gover- 
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npjr ypqd, m^ny Ajxi^ricans are interesteid to kn^^ has; 

b^en jpi?op0rly a]^preciated and reciprocate(^ o ver liere. It is pne of the things^ 
in which I myself have feeen most interested in conaiiig here. What nave I 
observed? 

I have found a very deep and sincere appreciation of the Governor General 
on the part of General Aguinaldo and others of his veterans with whom I have 
talked. The organization of these veterans have shown him steadfast support. 
They were the sturdiest fighters against the Americans in 1899^ but they evi- 
dently Ma^e a clearer sense of the benefits which have come to the islands under 
American supervision than some of the younger men. 

I have also witnessed wherever I went in the southern islands an almost 
pathetic devotion and reliance upon the Governor General by the leading chiefs 
of the Moros. And throughout the rest of the islands, wherever I have been 
with hiiQ, there has been perfect respect, evident confidence, sharp attention to 
his many suggestions and corrections, and an entire absence of any evidence of 
criticism or hostility. 

But in the group of leaders who assume to represent the political voice of the 
islands, I regret to say I have not always found an attitude towards Governor 
General Wood which would be thought adequate or even fair by public opinion 
in the United States. For example, I have just received a copy of the New 
York Times in which, on August 1, Senator Quezon made a statement criticis- 
ing General Wood because he was a ''military man" and was ''surrounded by 
military advisers" and saying that "the Wood regime gives the people the im- 
pression that they actually have a military dictatorship." 

What are the real facts? General Wood is certainly a soldier and a great one, 
but as I have just pointed out his chief international reputation was primarily 
based upon his career as an administrator. And so far as his "military advisers" 
are concerned, I should have thought the leaders of the Filipino Legislature 
would have been rather ashamed to bring up that subject. For the facts are 
these. The Governor General of the Philippine Islands, although the chief 
executive of a people as numerous as the population of NeW York State, scattered 
among 3,000 islands covering an ocean space nearly 1,000 miles long, and although 
vested in addition to the ordinary duties of a chief executive in one of the Amer- 
ican States, with the additional duty of supervising the workings of government 
by a politically immature people new to the art, has been granted an absurdly 
inadequate personal force to assist him in performing these functions. The 
duty of keeping up and improving the standard of the administration of justice, 
sanitation, education, and other civil functions in all of the little out of the way 
villages, barrios, and provinces of this immense territory involve an enormous 
task and a vital one. I have just personally accompanied the Governor General 
on one of his inspection trips and have witnessed not only the tonic effect of his 
visits, but also the tendency to fall away from proper standards in the absence 
of such inspections. 

To carry on this supervision, laid upon his shoulders by the organic law, the 
Governor General should have the services of several men of the highest type, 
some of them experts in sanitation and medicine, some in agriculture, some in 
general administration- — men responsible solely to him and not to the executive 
departments or to the legislature, for they must be his eyes and ears, to watch 
how the departments and Provinces are functioning. As a matter of fact he has 
been given not a single one such man, and the gap has been filled temporarily, 
dilring his administration, by the loyalty of some of his former assistants in the 
United States Army, who have been willing to sacrifice their own careers in the 
Army to fill the need. It is a sorry reward to stigmatize such men as Frank R. 
McCoy, Halstead Dorey, George Langhome, or Gordon Johnston, men holding 
positions at the very top of their profession which they are jeopardizing by this, 
civilian service, as members of a "military dictatorship." 

Not oiily that, but when, in default of appropriations for the purpose by the^ 
Philippine Legislature, the Congress of the United States proposed in one of the 
so-called Kiess bills, to furnish funds for the purpose out of the internal revenue 
collections in the United States, belonging to the United States Treasury and not; 
to the Philippines at all, the Filipino leaders have opposed this bill and thus 
endeavored to block this vital and beneficent reform in the interest of their own 
progress. Until some adequate provision is made to give the Governor General 
through civilian channels the advice and assistance which is indispensable to the 
proper performance of his functions under the organic law, the less said about 
"military advisers" the better; As a matter of fact every resident of Manila 
knows that Governor Wood is the very personification of democratic simplicity; 
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that he is approachable to every one; that neither he nor his advisers ever appear 
in uniform for the performance of their business or make the slightest show of 
military formality. The whole attack is a skillful attempt to create a political 
bugaboo. 

LEGISLATURE AND EXECUTIVE 

Again, much has been said of the Governor General's alleged difficulties with 
the legislature and he has been criticised as if such difficulties arose from his 
fault. But when that is examined, what are the plain fundamental facts? 
Governor Wood was commissioned by the President of the United States to fill 
the post of Governor General of these islands as created by the Jones Act. In 
this act, Congress deliberately created a system of government for these islands, 
to be their organic law or constitution, and it was the duty of every officer of 
the Philippine government to maintain that law. Furthermore, the passage of 
that act had been received with universal manifestations of approval by the 
Filipino people and evidently fully coincided with their desires. 

Yet, in spite of this, during the five-year interval between the passage of the 
organic act in 1916 and the inauguration of Governor Wood in 1921, there had 
been passed by the Philippine Legislature, with the acquiescence of Governor 
Wood's predecessor, a long series of insular statutes which in many respects 
curtailed the powers of the Governor General and turned over the exercise of 
these powers to other persons designated by the legislature. No one can read 
that series of statutes, as I have read them, without coming to the conclusion 
that it was a gross breach of the organic law as passed by Congress and a gross 
usurpation of the functions of the Executive as created by that law. Governor 
General Harrison in acquiescing in it not only violated the plain provisions of 
the act, but disregarded the specific written instructions of his chief. Secretary 
df War Baker. When General Wood came here as Governor General he came 
here under the clear duty to uphold the original organic law. He faced the 
difficult task of reasserting the powers of the; Executive which had been allowed 
to fall from the slack hands of his predecessor. He has done so with unfailing 
patience, tact, and moderation, but with resolute firmness. It was inevitable 
that he would excite the opposition of those who had been exercising these usurped 
duties. But there was no other course open to him as a faithful Executive. 
Such "deadlock' ' as might arise froni this cause, it was his duty to face—- his duty 
both to the American Go vernmeht and to the Filipino people, both of whom he 
represented,, ■■,■'-'.■■':-' ■■■./;,: -'/.^ 

Many people have talked and some people have acted as if a law or a system 
of government, with which they personally disagreed, could be whittled down 
01' usurped away until it becomes satisfactory to their desires. But this is a 
very dangerous doctrine for public officers to follow, and it is iiot a doctrine 
which has ever been followed by Leonard Wood i 

. :Jt is inevitable when such an issue is presented to an American administration, 
asiit was presented to President Coolidge two years ago, that that administration 
should take Just the position which Mr. Coolidge did and support Governor 
Wood. This was no evidence of reactionary policy toward the Philippine 
Islands, but of plain mental, honesty toward a statute enacted by an American 
Congress and carried out by a faithful American Governor General; ; 

This seems to me to be the simple analysis of the situation and I am glad to 
see that apparently it is at last becoming generally grasped. I am glad to see 
that after 10 months' residence in the United States, presumably studying the 
feeling of the American people on this subject, Senator Osmena has publicly 
taken his position in favor of cooperatipn with the American Government; and 
of conciliatory methods toward the treatment of these questions. I think that 
is the wise and statesmanlike position for him to take, and I hope it will prevail 
■generally. .. ■ ■* ;^' "';"■ 

The system of government created by the Jones law is a good system, it is in 
a;ccord with American precedent and with Filipino desires. I have talked^ 
during my visits with leading Filipino statesmen, as well as with the Governor 
General, over future action under the provisions, and I have been pleased to 
find that their views seemed to be substantially in accord. In my opinion the 
time is ripe for a fresh start of sympathetic cooperation under the system of the 
Jones Act, forgetting past differences and endeavoring in a spirit of mutual for- 
bearance and confidence to settle the new questions as they arisei 
; It is only by such mutual forbearance, confidence, and respect between the 
representatives of the Filipino people and of the American people, meeting here 



face to face in these islands that the long and difficult problem which 26 years 
ago we set out to solve can be satisfactorily and honorably solved. 
Manila, September 8, 1926. 

STATEMENT OF HON. EDGAR R. KIESS, CHAIRMAN COMMITTEE 
ON INSULAR AFFAIRS 

Mr. KiEss. The purpose of the accpun ting ^^^^^^^^ is to 

make the duties of the auditor conform with the duties qf the Comp- 
troller General of the United States as established by Congress, and 
to insure that all expenditures of the Philippitie gbvernment shall be 
subject to audit and settlement by the auditpr who is an indepep-deht 
official appointed by the President of the United States. That these 
purposes are sound has been recognized in this country for many years. 
In the early days the Post Office Department accounts were not 
subject to audit and settlement by an auditor and the situation 
became so unsatisfactory that Postmaster General Kendall, in his 
annual report of December 4, 1835, recommended that the audit and 
settlement of clainls of his department be performed by an auditor 
independent of the Post Office Department. Hte said: 

It is believed to be a sound principle that public officers, who have aii agency in 
originating accounts should have none in their settlement * * *. If from 
any cause ah illegal expenditure be directed by the head of a department^ it is the 
duty of the disbursing agent not to pay it; and if he does pay it, it is the duty of 
the auditors and comptrollers to reject the item in l^he settlement of his accounts. 

Congress established such an independent audit of the Post Office 
Department by the act of July 2, 1836 (5 Stat. 80), and it has con- 
tinued to the present time. In the early days there was some dis- 
pute between the executive departments and the comptrollers of the 
United States Treasury as to whether their settlements were jfinal 
and conclusive on the executive departments, but this dispute was 
settled in favor of the contentions of the comptrollers by the act of 
March 30, 1868 (15 Stat. 54), which provided that such settlements 
should ^'be taken and considered as final and conclusive upon the 
executive branch of the Government, '^ There was a recommendation 
before Congress in 1869 for repeal of this provision, but the House 
Committee on Revision of the Laws reported unfavorably thereon. 
The committee said that — 

* * * Power in the head of the War or any other department to set aside 
and change the findings of the accounting officers of the Government is at war 
with the whole principle upon which the system is based; that the allowance and 
settlement of the disbursement of all public funds should be vested wholly in a 
set of officers other and different from those who made the expenditure. If their 
allbwancfes and settlements can be set aside and changed by the head of the 
department under whose direction the money was paid or the claim accrued, 
then the whole system of checks to improper expenditures, which it was supposed 
had been established, falls to the ground. (26 Cong. Rec. 4342.) 

No change has ever been made in this provision, except to drop 
therefrom in the Dockery Act of July 31, 1894 (28 Stat. 208), the 
authority of the courts to review such settlements, and same, as 
liaodified, was carried into the organic act as to the effect of the 
settlement of the auditor for the Philippine Islands. As was said 
by the Court of Claims in Geddes v. United States (38 Ct, Cls. 428} 
at page 444: 

' The accounting officers are the guardians of the appropriations. It is their 
business to see that no money is paid out of the Treasury unless the payment 
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is authorized by an appraprntiont act. It |^ not their bu$|ness to jidjudicate 
abstract quesiioiis of le^al fight beyond the legal yigtl^ of a person to be paid 
out of a specific appropriation. An appropriation constitutes the means for' 
discharging the legal debts of the Government. 

The judgment of a court has nothing to do with the means — with the remedy 
foj: satisfying a 2^dgmmid[i^xJ'M is the business of courts to render judgments, leaving 
to Congress and the executive officers the duty of satisfying them. * * * 

President Coolidge said in his annual message in 1925 (67 Cong. 
Rec, 121)i with respect to the independence of the accounting 
officers of the United States, that Congress- 
ought to resist every effort to weaken or break down this most beneficial system 
of supervising appropriations and expenditures. Without it, all the claim of 
economy would be a mere pretense. ' 

The accounting ofl&cers are concerned exclusively with the avail- 
ability of appropriations to pay claims and only incidentally are they 
concerned with the abstract legal merits of claims. The appropria- 
tions can be as broad or as restricted as the lawmaking power may 
deem proper. 

The lack of control, except by the lawmaking power, of the auditor 
in his determination of the availability of appropriations to pay claims 
was ignored by the Supreme Court of the Philippine Islands in the 
Ynchausti case and the decision was affirmed by the Supreme Court 
of the United States in an opinion dated December 14, 1926. The 
result of such a situation was pointed out by the Supreme Court of th^ 
United States in a mandamus action against the Secretary of the 
Treasury in United States j;. Guthrie (17 Howard, 284) at page 303 
where the court said that its— 

*^ * * Simple statement would seem to carry with it the most startling 
considerations — nay, its unavoidable negation, unless this should be prevented 
b;^ some positive and controlling command; for it would occur, a priori, to every 
mind, that a treasury, not fenced round or shielded by fixed and establishecl 
modes and riiles of administration, but which could be subjected to any number 
or description of demands, asserted and sustained through the undefined and 
undefinabie discretion of the courts, would constitute a feeble and inadequate 
provision for the great and inevitable necessities of the Nation. The Govern- 
ment, under such a regime, or, rather, under such an absence of all rule, would, if 
practicable at all, be administered not by the great departments ordained by 
the Constitution and laws and guided by the modes therein prescribed, but by 
the uncertain and perhaps contradictory action of the courts in the enforcement 
of their views of private interests. 

There appears no question but that the auditor has jurisdiction 
and authority to audit and settle all other claims than customs claims 
against the Philippine Government. The decision of the courts in the 
Ynchausti case denies him such jurisdiction in customs cases with the 
result that at present there is no audit and settlement of such claims 
independent of the collector who may collect as little or refund as 
much as he sees fit without ^ny check whatever unless the Philippine 
Government appeals from his action to the courts. This has nev^r 
been true of collectors of customs in the United States. Every col- 
lection and every refund of customs in the United States is subject 
to the audit of comptrollers of customs^ as provided in section 523 of 
the tariff act of September 11, 1922 (42 Stat. 974), amending the act 
of March 2, 1799 (1 Stat. 642), which was carried into the Revised 
Statutes as section 2626; The amendment merely changed the name 
of such officers from naval officers to comptrollers of customs. Sec- 
tion 7 of the act of July 31, 1894 (28 Stat. 206), also requires the 
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Auditor for the Treasury to perform the duties of Ws predecessor Of 
auditing and settling ''all aecounts relating to the customs 

It was the intention of Congress in section 24 of the organic act 
of August 29, 1916, to confer on the auditor authority to audit all 
customs accounts instead of creating separate cbmp trolleys of cus- 
toms in the Philippine Islands. The conference report on the organic 
act is contained in Senate Document No. 530. Senator Hitchcock, 
in explaining the report (53 Cong. Rec. 12592), said: 

The House conferees also conceded another amendment which the Senate 
incorporated in the bill, and that was that an auditor for the islands for the 
Philippine government, for the provincial governments, and for the municipal 
governments should be appointed by the President of the United States; that 
he should have an assistant auditor; and that all the accounts of the Philippine 
government and its officials, the accounts of the municipal governments, and of 
the provincial governments should pass through the hands of this auditor. This 
is for the purpose of insuring in the future what has been true of the past^a 
protection against the possibility of graft or the misappropriation of funds in 
the islands. 

Mr. Jones, the author of the organic act, said in the House (53 
Cong. Rec. 12836) with reference to the auditor that-— 

The Senate bill also provided for the appointment by the President of an 
auditor and a deputy auditor. The House bill contained no such provision. 
The conferees on the part of the Senate insisted that it was important that there 
should be an auditor and a deputy auditor to supervise the accounts of the 
islands, and the House conferees yielded the point. 

It can not be argued that the collectors in the Philippine Islands 
should have greater power than collectors in the United States, and 
since it is a well-recognized proposition that public policy requires 
accounts and claims to be audited and settled independent of the 
officer whose- acts give rise to them and since the courts have held 
that Congress failed to carry out its intention in the organic act to 
provide an independent audit of customs accounts, this bill gives the 
auditor the same jurisdiction over customs accounts as is possessed 
by comptrollers of customs in the United States and makes his deci- 
sion final, subject to review by the Governor General or by the courts 
in a suit against the Philippine Government. 

It has been also provided that payment of balances found due by 
the auditor may be made by the treasurer of the Philippine Islands 
on the auditor's certificate. This is in accordance with the procedure 
of paying balances found due by the Comptroller General who is not 
required, for instance, to persuade the Secretary of War to draw a 
check for payment of a claim arising in the War Department and con- 
cerning which the Comptroller General and the Secretary of War may 
conceivably have differences of opinion. Where the auditor must 
depend on the head of some one of the departments of the Philippine 
government to draw a check in payment of claims allowed by him, 
such head of a department is a check on the auditor, instead of the 
auditor being a check on the department, as the law intends. 

These are the only accounting changes of consequence made 
hy the bill in the existing law. 

The bill confers on the auditor the same jurisdiction to examine 
banking institutions in the Philippine Islands as is now conferi*ed 
by law on the Comptroller of the Currency over national banks 
in the United States. The Governor General has strongly recom- 
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mended that the auditor be given the power to examine banking 
institutions in the Philippine Islands, and this bill extends to those 
islands the authority which years of experience in the United States 
found to be beneficial to both the people and business in the United 
States in its conduct of national banks. The bill provides for an 
additional assistant auditor experienced in the conduct of national 
banks to have charge of this examining work. The auditor^s office 
is the proper place for this authority because he is independent 
of politics in the Philippine Islands and it is the duty of the American 
Government to foster the welfare of the Philippine people. 

The bill confers on existing courts in Manila Jurisdiction to hear and 
determine contract claims against the Philippine Government and 
changes the procedure slightly to require suits arising over the col- 
lection of customs and taxes to be brought against the Philippine 
Government instead of against the collectors as is now the practice 
under local law. This change in procedure is made for the sake of 
uniformity and because the Philippine government and not the col- 
lector is the real party in interest. Also, the procedure of suing the 
Philippine government instead of some official thereof is more in 
harmony with the better procedure in the United States. The 
attorney general of the Philippine Islands is required by the terms of 
the bill to assist the auditor in the defense of such suits and provision 
is made for payment of 4 per cent interest in the discretion of the court 
and for payment of the judgment without awaiting the action of the 
legislature when the auditor can find and appropriation from which 
to pay same. The only restriction to the bringing of suit is that suit 
be brought within three years from the date the cause of action oc- 
curred and that the claim be first presented to the auditor so that, if 
possible, the expense of litigation may be saved to all parties. 

The provision for'suit against the Philippine Government on con- 
tracts, expressed or implied, and on claims for customs and taxes will 
afford a judicial remedy when claimants are dissatisfied with the 
auditor's settlements. Similar provisions have been enacted by the 
Philip pihe legislature but Vetoed by the Governor General because 
of lack of power in the Philippine Legislature to change the jurisdiction 
of the Philippine courts as fixed by Congress. However, the Governor 
General hors recommended that Congress confer on the Philippine 
courts jurisdiction over certain claims against the Philippine Govern- 
ment similar to the jurisdiction in the Court of Claims, Court of 
Customs, and in the Federal district courts over claims against the 
United States, and this the bill does. 

The concluding section of the bill carries out a recommendation 
first made by Secretary of War Baker and repeated by his successors 
to increase the salaries of presidential appointees in the Philippine 
Government so that the best talent obtainable may be secured for 
service in the islands. Also, since such recommendations Congress 
has increased the salaries of Members of Congress and of the judges 
of the Federal courts. This bill increases the salaries of the judges 
of the supreme court in the Philippine Islands to conform with the 
salaries fixed for the judges of the lower Federal courts in the United 
States. It also increases the salary of the Governor General and 
makes provision for employment of civilian assistants to take the 
place of his present military assistants. 
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These increased salaries are not to be paid by the Philippine 
Government but are to be defrayed out of taxes collected from the 
American people on imports from the Philippine Islands. These 
taxes, or customs, will be deposited in the United States Treasury 
as a special Philippine fund and appropriated each year by Congress 
to pay these salaries and for the use and benefit of the Philippine 
people instead of being deposited in the Philippine treasury as at 
present. 

Under the terms of H. R. 16868 all internal revenue taxes collected 
in the United States on Philippine products imported into the United 
States would be turned into the United States Treasury instead of 
going into the general Philippine treasury as provided under existing 
law. The expenditure of this fund by the Governor General would 
be under the supervision and control of the Secretary of War. The 
Governor General would prepare a budget showing the amount of 
money needed, and for what purpose, and submit same to the Secre- 
tary of War for his approval. The Secretary of War, if he approved 
same, would include the amount in his estimate submitted to Con- 
gress and the money would be appropriated by Congress. The 
amount that may be appropriated is limited under the bill to the total 
collections of such taxes during the fiscal year two years prior to that 
for which such appropriations are made available. Under the provi- 
sions of the bill Congress retains the control of the expenditure of 
this fund. 

Since 1902 all these taxes, which are mainly on Philippine cigars 
consumed in this country, have been paid into the Philippine treasury. 
"This money is collected in the United States from the American 
people. Under the present law it constitutes a gift by us to the 
Philippine Government. The original object of this gift was to help 
the Filipinos defray the expenses of their government, but the neces- 
sity for this has ceased to exist since the Philippine Government has 
for some years been self-supporting. 

However, there is a real need by the Governor General of the 
Philippines for a fund which he can use for the employment of neces- 
sary civilian assistants and in the administration and promotion of 
public health, sanitation, education, and general welfare in the 
Philippine Islands, 

Under the present system the Governor General of the Philippines 
has absolutely no fund which he can use in time of crisis or emergency. 
Having no control over appropriations by the Philippine Legislature, 
he can not provide himself with the necessary trained and capable 
civilian assistants. The Governor General has been criticized 
because he had to rely upon Army ofiicers detailed from the War 
Department for necessary executive assistants. The duties and 
responsibilities of the Governor General are great. Under his direc- 
tion much progress has been made, but much remains to be done. 

President Coolidge in his annual message recommended that legis- 
lation be passed to provide means for the Governor General to employ 
the civilian experts he needed and that they be paid out of the revenue 
which our Government now turns back to the Philippine treasury. 

It is believed that the furtherance of American ideals and the 
upholding of American prestige could be materially helped by con- 
gressional control of this fund to be expended through the medium 
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of the Governor General. This money represents taxes paid by the 
American people, and the Congress of the United States, on behalf 
of the people, should have the right to say how the money should be 
spent. So long as the United States sovereignty continues in the 
Philippines, the responsibility and the obligation rest upon Congress 
to see that the government there instituted is a success and reflects 
credit upon the American people. 
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